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Abstract 
Recently, contemporary management accounting studies have focused on management 
accounting techniques or procedures initiated in the industrialized countries, and whether they 
can be effectively adopted in developing countries. They have explored the factors (both 
impetus and impediment) that would affect the application of management accounting practices 
in developing countries? Several studies in different parts of the world have investigated the 
status of their national management accounting practices, such as the study of Chenhall and 
Smith (1998a) in Australia, Wijewardena and Zoysa (1999) in Japan, and Drury et al (1993) in 
tile U. K. However, this area of research rernains inconclusive and incomplete in relation to the 
literature of some developing countries Such as Egypt. This research attempted to investigate 
two main questions, firstly; the in-firm internal contingent factors to the adoption of recent 
management accounting practices, secondly, the effect of adopting recent management 
accounting practices oil tile firrns' performance, with an application solely on the Egyptian 
pharmaceutical firms. 
The main motivation for undertaking this research is to fill the gap in literature and provide 
some information that might benefit both acadernics and practitioners in this field. In addition, 
investors and future investors might get a clearer Picture on tile effect of the Egyptian 
economy's specific characteristics on the development of management accounting practices in 
manufacturing firms. A thorough review of the literature suggested a contingency perspective as 
an appropriate theoretical framework for this type of research (Fisher and Govindarajail, 1993; 
Fisher, 1995a, 1998; Donaldson, 1996, Ittrier and Larcker, 2001). Data were collected in this 
research by using interviews. Interviews were conducted in tile 20 largest manufacturing 
pharmaceutical firms. The data were analyzed both statistically and qualitatively in order to 
explore the research questions. 
The research findings have revealed that some in-firm factors do in fact affect the adoption of 
recent management accounting practices. Those factors are employee headcount, personnei 
competency, computerization level, ownership type, expected contribution to firm success, 
adoption cost justification, implementation time and financial resources required. Moreover, the 
research findings show that the adoption of recent management accounting practices may 
improve firms' performance by improving employees' productivity. This study enriches our 
understanding on how- recent management accounting practices can be adopted more effectively 
and efficiently in developing countries and contributcs to bridging the gap in managernent 
accounting practices literature. 
Table of Contents 
Abstract .............................................................................................................................. 
Table of Contents .............................................................................................................. 
List of Tables ........................................................................................................... , ..... viii 
List of Figures .................................................................................................................. 
ix 
List of Appendices ........................................................................................................... 
ix 
Chapter One 
...................................................................................................................... 
I 
Introduction ....................................................................................................................... 
1.1 Introduction ............................................................................................................. 
1 
1.2 Background on Management Accounting Practices in Transitional Economy ....... 
4 
1.3 Problems of the research ......................................................................................... 
6 
1.4 Aim of the research ................................................................................................. 
8 
1.5 Methodology ........................................................................................................... 8 
1.6 Research Importance ............................................................................................... 9 
1.7 Organization of the Research ................................................................................ 10 
Chapter Two ................................................................................................................... 
13 
Management Accounting Practices ................................................................................ 
13 
2.1 Introduction ........................................................................................................... 13 
2.2 Accounting in Developing Countries .................................................................... 
14 
2.3 The diffusion of Management Accounting Practices ............................................ 
17 
2.4 The Changing Role of Management Accounting .................................................. 
23 
2.5 The Evolution in Management Accounting Practices 
........................................... 
26 
2.6 Globalization and Management Accounting in Developing Countries ................. 
28 
2.7 Conclusion 
............................................................................................................. 31 
Chapter Three ................................................................................................................. 32 
Contingency Theory 
....................................................................................................... 32 
3.1 Introduction 
........................................................................................................... 32 
3.2 The Evolution of Contingency Theory .................................................................. 
32 
3.3 Contingency- Based Management Accounting Studies in Developing Countries. 36 
ii 
3.4 Contingency Theory Strengths .............................................................................. 
39 
3.5 Contingency theory criticisms ............................................................................... 
41 
3.6 The Contingency Approach Frameworks .............................................................. 
42 
3.7 Conclusion 
............................................................................................................. 
47 
Chapter Four ................................................................................................................... 
49 
Performance Measurements 
............................................................................................ 
49 
4.1 Introduction ........................................................................................................... 
49 
4.2 The Evolution of Performance Measurement Systems ......................................... 
49 
4.3 Criticism of Financial Measures and the Need for Non-Financial Measures ....... 
54 
4.4 Non-Financial performance Measures Criticisms ................................................. 
58 
4.5 Performance Evaluation Practices ......................................................................... 
59 
4.6 Conclusion ............................................................................................................. 
61 
Chapter Five .................................................................................................................... 
63 
Egypt, the Context of the Study ...................................................................................... 
63 
5.1 Introduction ........................................................................................................... 
63 
5.2 Geographical and Demographical Information ..................................................... 
64 
5.3 Cultural Background ............................................................................................. 
66 
5.4 The Egyptian political economy ............................................................................ 
68 
5.5 Egyptian Economic Freedom ................................................................................ 
73 
5.5.1 Index of Economic Freedom ........ ......................................................... 
73 
5.5.2 Defining Economic Freedom .... ............................................................. 
73 
5.5.3 The Ten Economic Freedom .................................................................. 
74 
5.5.4 Egypt Status .......................................................................................... 
75 
5.6 The Industrial Modernization Program (IMP) ...................................................... 
80 
5.6.1 IMP Strategic Vision .............................................................................. 
81 
5.6.2 Mission 
.............. .................................................................................. 
81 
5.7 Development of Egyptian accounting systems ...................................................... 
81 
5.8 Egypt's pharmaceutical Sector: ............................................................................. 
84 
5.8.1 Market summary .... ............................................................................... 
84 
5.8.2 Regulatory Regime 
................................................................................. 
85 
5.8.3 Pricing & Reimbursement Issues 
.... ....................................................... 
86 
5.8.4 Market Developments 
.... ........................................................................ 
86 
5.9 Conclusion 
................................................................................................................ 
87 
Chapter Six 
..................................................................................................................... 
88 
Research Methodology and Methods ............................................................................. 
88 
6.1 Introduction 
.................... ................................................................................. 
88 
iii 
6.2 Research Methodology ........................................................................................ 
88 
2 1 Research Ontology 6 ...................................................... 
89 
. . ..... ...................... 89 6.2.2 Research Epistemology ......................................................................... 
6.2.3 Research Paradigms ........ ...................................................................... 
90 
6 3 Research Methods ......................................... 
92 
. ............. ....................................... 
......................................... 6 4 Problem Definition 
96 
. .............. ..................................... 
6.5 Data Collection 
................................................................................................. 
96 
................................................... 6 5 1 Sources of Data Gathered 
97 
.................. . . 97 6.5.1.1 Primary data sources: ... ....... ......................................................................................... .. 6.5.1.2 Secondary data sources: ................ ............................................................................. .. 
98 
6.5.2 Methods of data collection ......... .......................................................... 
99 
6.5.3 Why Semi-Structured Interview? 
.......................................................... 
103 
6.6 Population and Sample Size ................................................................................ 
104 
6.6.1 Population 
......................................................................................... 
104 
6.6.1.1 Why Egyptian Pharmaceutical firms? ............................................................................ . 
104 
6.6.2 Sample 
............................................................................................. 
106 
6.6.2.1 Sampling techniques .................................................................................................... . 
106 
6.6.2.2 Probability sampling .................................................................................................... . 
107 
6.6.2.3 Non-probability sampling ............................................................................................... . 
108 
6.7 The Pilot Study 
.............................................................................................. 
110 
6.7.1 Focus Group Definition and Selection .......... ..................................... 
III 
6.7.2 Meeting Setup 
.......... .......................................................................... 
III 
6.7.3 Administration of the Meeting ......... .................................................. 
112 
6.7.4 Focus Group Meeting Sessions .......................................................... 
112 
6.7.4.1 Session 1: Pharmaceutical Industry in Egypt ................................................................. .. 
113 
Brief of the Discussion .............................................................................. .. 
113 
Researcher's Conclusions .......................................................................... .. 
115 
6.7.4.2 Session 11: Accounting Techniques ................................................................................. 
116 
Brief of the Discussion ................................................................................ 
116 
Researcher's Conclusions ............................................................................ 
121 
6.7.4.3 Session I 11: Performance Measures and Processes .......................................................... 
122 
Brief of the Discussion ................................................................................ 
122 
Researcher's Conclusions ......................................................................... ... 
124 
6.8 Research Hypotheses 
...................................................................................... . 
125 
6.8.1 Framework Design 
.......... .................................................................. . 
127 
6.8.2 Research Variables 
........................................................................... . 
129 
6.8.2.1 Firm size ....................................................................................................................... ... 
129 
6.8.2.2 Human Resources development plan ........................................................................... ... 
130 
6.8.2.3 Computerization level 131 
6.8.2.4 Acquiring the ISO Certification ...................................................................................... 
132 
6.8.2.5 Ownership Type ............. ............................................................................................. 
133 
6.8.2.6 Management accounting practices .............................................................................. .... 
135 
6.8.2.7 Annual Sales Growth Rate .......................................................................................... .... 
136 
6.8.2.8 Employee productivity .............. .............................................................................. .... 
137 
6.9 Interview process ........................................................................................... 
137 
6.10 Statistical Analyses Methods ............................................................................... 
140 
iv 
6.10.1 Descriptive Statistics ........................................................................... 
140 
6.10.2 Correlation 
........................................................................................ 
141 
6.10.3 Hypotheses Testing ........ ..................................................................... 
141 
Parametric and Non-parametric Statistics ............................................. 
141 
6.11 Conclusion .................................................................................................. 
143 
Chapter Seven 
............................................................................................................... 
144 
Sample Characteristics and Statistical Analysis ........................................................... 
144 
7.1 Introduction 
......................... ........................................................................ 
144 
7.2 Sample and Data Collection ................................................................................ 
144 
7.3 Data summary and Coding ........ ........................................................................ 
146 
7.3.1 Categorization and Codes assignment ................................................. 
147 
7.4 Data Analysis ...................... ......................................................................... 
152 
7.4.1 Sample characteristics ........................................................................ 
152 
7.4.2 Correlation analysis ............................................................................ 
156 
7.5 Hypotheses testing .......................................................................................... 
162 
7.5.1 Firms characteristics ........................................................................... 
162 
7.5.2 Firrns Performance ........... .................................................................. 
169 
7.6. Limitations of Hypotheses Testing Study .............................................................. 
171 
7.7 Conclusion .............................................................................................................. 
173 
Chapter 8 ....................................................................................................................... 174 
Qualitative Analysis ...................................................................................................... 174 
8.1 Introduction ......................... ........................................................................ 174 
8.2 Themes ....... ....................................................................................................... 174 
8.2.1 Theme 1: Egyptian Environment Implications 
......... ......................... 
176 
8.2.1.1 Theme 1: Points of Focus .................................................. 
177 
8.2.1.1.1 The Political Environment .............................................................................................. . 177 8.2.1.1.2 The Fluctuating Exchange Rate ...................................................................................... . 179 8.2.1.1.3 Social Related Issues ....... ............................................................................................. . 181 8.2.1.1.4 Unemployment, Social Responsibilities, Over Staffing, and Efficiency ........................ . 183 8.2.1.1.5 The Competitive Environment ....................................................................................... . 185 
8.2.1.2 Theme 1: General 187 
8.2.2 Theme 2: Accounting Practices .......................................................... 188 8.2.2.1 Theme 2: Points of Focus .................................................. 188 8.2.2.1.1 Traditional Practices .................................................................................................... . 188 8.2.2.1.2 Newly Developed Practices Selection Criteria ................................................................ 191 8.2.2.1.3 Availability of Financial Resources ................................................................................ 194 8.2.2.1.4 Computerization 
... ............ .......................................................................................... 
195 
8.2.2.1.5 Computerization and the Adoption of Recently Developed Practices ............................. 
197 
8.2.2.2 Theme 2: General 198 
8.2.3 Theme 3: Performance and Quality Issues ......................................... 
199 
8.2.3.1 Theme 3: Points of Focus .................................................. 
199 
8.2.3.1.1 The ISO Certification 
...... .... ....................................................................................... .. 
200 
V 
8.2.3.1.2 ISO and the Adoption of Recently Developed Practices ................................................. 
201 
8.2.3.1.3 The Adoption of Recent Practices and the Firm's Success ............................................. 
203 
8.2.3.1.4 Financial Measures 
............................................................................................ .......... 
205 
8.2.3.1.5 Non-Financial Measures 
........................................................................ 
206 
8.2.3.2 Theme 3: General 208 
8.3 Conclusions 
......................... ........................................................................ 
208 
Chapter 9 
....................................................................................................................... 
210 
Discussion 
..................................................................................................................... 
210 
9.1 Introduction ........................ ......................................................................... 
210 
9.2 Hypotheses Discussion ..................................................................................... 
210 
9.2.1 Hypothesis I ...................................................................................... 
210 
9.2.1.1 Sub-Hypothesis I .................. ............................................ 
211 
9.2.1.1.1 Statistical analysis findings: ............................................................................................ 
211 
9.2.1.1.2 Qualitative analysis findings ........................................................................................... 
211 
9.2.1.1.3 Researcher conclusion ........ ........ ................................................................................... 
212 
9.2.1.2 Sub-Hypothesis 2. ................. ............................................ 
212 
9.2.1.2.1 Statistical analysis findings .......... ................................................................................... 
213 
9.2.1.2.2 Qualitative analysis findings ........ ................................................................................... 
213 
9.2.1.2.3 Researcher conclusion ............. ............................................................... 
213 
9.2.1.3 Sub-Hypothesis 3 
............... ................................................ 
214 
9.2.1.3.1 Statistical analysis findings .......... ................................................................................... 
214 
9.2.1.3.2 Qualitative analysis findings ........ ................................................................................... 
214 
9,2.1.3.3 Researcher conclusion ................. ................................................................................... 
214 
9.2.1.4 Sub-Hypothesis 4 
................ ............................................... 
215 
9.2.1.4.1 Statistical analysis findings .......... ................................................................................... 
215 
9.2.1.4.2 Qualitative analysis findings ........ ................................................................................... 
216 
9.2.1.4.3 Researcher conclusion ... ..... ........ ................................................................................... 
216 
9.2.1.5 Sub-Hypothesis 5 
................ ............................................... 
216 
9.2.1.5.1 Statistical analysis findings ............................................................................................. 
217 
9.2.1.5.2 Qualitative analysis findings ........................................................................................... 
217 
9.2.1.5.3 Researcher conclusion ... ................................................................................................ 
218 
9.2.2 Hypothesis 2 
................. ..................................................................... 
219 
9.2.2.1 Sub-Hypothesis I 
................... ........................................... 
219 
9.2.2.1.1 Statistical analysis findings ......... .................................................................................... 
220 
9.2.2.1.2 Qualitative analysis findings ....... .................................................................................... 
220 
9.2.2.1.3 Researcher conclusion ....... ........ .................................................................................... 
220 
9.2.2.2 Sub-Hypothesis 2 
.............................................................. 
220 
9.2.2.2.1 Statistical analysis findings ......... .................................................................................... 
220 
9.2.2.2.2 Qualitative analysis findings ....... .................................................................................... 
221 
9.2.2.2.3 Researcher conclusion ....... ........ .................................................................................... 
221 
9.3 Qualitative Analysis Discussion .......................................................................... 223 
9.3.1 Qualitative Analysis Brief ........ ......................................................... 
223 
9.3.2 Theme I Discussion 
......... .................................................................. 
224 
9.3.3 Theme 2 Discussion ......... .................................................................. 
226 
9.3.4 Theme 3 Discussion .......... ................................................................. 
229 
9.4 Concluded Remarks ................................................................................................ 
230 
9.5 Suggested Framework 
............................................................................................. 
232 
9.6 Effect of ownership type ......................................................................................... 
233 
vi 
9.7 Conclusion .............................................................................................................. 
234 
Chapter 10 ..................................................................................................................... 
235 
.......... Conclusion 235 .......................................................................................................... 
10.1 Introduction ....................... ........................................................................... 
235 
10.2 Summary and Concluded Findings ...... ............................................................. 
235 
10.3 Research Contribution ... ................................................................................... 
237 
10.4 Empirical Recommendations .............................................................................. 
241 
10.4.1 Recommendations at Organizational level ... ... ................................... 
241 
10.4.2 Recommendations at National Level ......... ........................................ 
242 
10.5 Research Limitations ............ ........................................................................... 
242 
10.6 Future Research .................. ........................................................................... 
243 
References ..................................................................................................................... 
246 
Appendices .................................................................................................................... 
271 
Appendix 1: The Interview guide ................................................................................. 
272 
Appendix 2: SPSS Statistical Analysis Output ............................................................. 
275 
vii 
List of Tables 
Table 5.1 a: Economic Indicators ............................................................................................................. 
65 
Table 5.1 b: Economic Indicators (continued) ........................................................................................ . 
65 
Table 5.2: Some economic indicators under the economic reform program period ............................. . 
70 
Table 6.1: Deductive Research Procedure ............................................................................................. 
94 
Table 6.2: Inductive Research Procedure .............................................................................................. 
94 
Table 6.1: modes of data collection through interviews ...................................................................... 
103 
Tab Ie6.2: The 30 drug-makers' annual sales ...................................................................................... 
110 
Table 6.3: Management accounting practices used in the study .......................................................... 
117 
Table 6.4: Management accounting practices categorization ............................................................. 
118 
Table 7.1 a: Data summary and weights (firms I- 10) ......................................................................... 
151 
Table 7.1 b: Data summary and weights (firms II- 20) ....................................................................... 
151 
Table 7.2: Sample Characteristics 
....................................................................................................... 
153 
Table 7.3: Descriptive Statistics 
.......................................................................................................... 
155 
Table 7.4: Spearman Correlation 
......................................................................................................... 
157 
Table 8.1 a: Does the political environment have a special effect on functioning in Egypt? ................. 
177 
Table 8.1 b: What effect does fluctuating exchange rates have on the firm? ......................................... 
179 
Table 8.1 c: What social related issues, if any, might have contributed to the success of the 
pharmaceutical industry in Egypt? ..................................................................................... 
181 
Table 8.1 d: With the high rate of unemployment in Egypt does the social responsibility of the firm 
result in over staffing, which may result in low efficiency? ............................................... 
183 
Table 8.1 e: Describe the competitive environment in which the firm operates and the extent of its effect 
on the firm's success . ......................................................................................................... 
185 
Table 8.2a: Why are some traditional practices still in use? ................................................................. 
188 
Table 8.2b: What criteria are used in selecting newly developed practices? ......................................... 
191 
Table 8.2c: Does the availability of financial resources affect the decision of adopting recently 
developed practices? .......................................................................................................... 
194 
Table 8.2d: To what extent is the firm's accounting system computerized? ......................................... 
195 
Table 8.2e: Would computerization affect your decision to adopt recently developed accounting 
practices? ............................................................................................................................ 
197 
Table 8.3a: Other than the quality assurance measures imposed by the industry, have you applied for 
the ISO certificate? When? Why? (Why not)? ................................................................... 
200 
Table 8.3b: Did the acquisition of the ISO certificate (or its equivalent) affect the choice of adopting 
recently developed accounting practices? .......................................................................... 
201 
Table 8.3c: Did adopting recently developed accounting practices enhance the firm's success? ......... 203 
Table 8.3d: What is the most commonly used performance evaluation financial measures? ................ 
205 
Table 8.3e: What is the most commonly used performance evaluation non-financial measures? ........ 206 
Table 9.1: summary of the hypotheses testing .................................................................................... 
222 
Table 10.1: Concluded Results of the Research .................................................................................... 
236 
viii 
List of Figures 
Figure 3.1: A Contingency Theory Framework 
.......................................................................................... 
44 
Figure 3.2: A Model of Organisational Architecture .................................................................................. 
45 
Figure 3.3: Theoretical framework of the contingency approach ............................................................... 
46 
Figure 6.1: Burrell and Morgan's four paradigms ....................................................................................... 
91 
Figure 6.2: Burrell and Morgan's Four Paradigms with Transition Zones ................................................. 
92 
Figure 6.3: Framework of the study .......................................................................................................... 
128 
Figure 9.1: Revised Framework suggestd by the study ............................................................................ 
233 
List of Appendices 
Appendix 1: The interview guide .................................................................................. 
273 
Appendix 2: SPSS statistical analysis output ..................................................................... 
276 
ix 
Chapter One 
Introduction 
1.1 Introduction 
In the era of globalization, increasing levels of competition intensified the challenge for 
managers; the management of a company in order to be consciously competitive on the 
market needs to have objective information about the company's performance. 
Accordingly, experts have warned that if management accounting needs to maintain its 
relevance, it should adapt to meet the changing needs of managers. In response to these 
concerns, a range of new management accounting practices has emerged. The past two 
decades have witnessed considerable change in managerial accounting practice. From 
its traditional emphasis on financially oriented decision analysis and budgetary control, 
managerial accounting has evolved to encompass a more strategic approach that 
emphasizes the identification, measurement, and management of the key financial and 
operational drivers of shareholder value. In other words, contemporary management 
accounting techniques combine both, financial and non-financial information and take 
explicit strategic focus. This can be seen, for example, in the design of activity based 
costing, contemporary performance measurement systems, and benchmarking 
techniques (Chenhall and Langfield-Smith, 1998a). 
One of the main topics in contemporary management accounting studies is whether the 
management accounting techniques or procedures initiated in the industrialized 
countries can be effectively adopted in developing countries, or what are the factors 
(both impetus and impediment) that would affect the application of management 
accounting practices in developing countries? Different views exist in the literature 
regarding this argument; Some researchers contended that the dissemination of Western 
management experience to developing countries might encounter resistance due to the 
variances stemming from the social, legal, cultural, and educational systems in the 
developed and less developed countries (Weinshall, 1977; Child and Bate, 1987; 
Abrahamson, 1991; Aris and Guillen, 1991; Lin and Yu, 2002). The Han Dan Iron and 
Steel Company experience on the other hand, demonstrates that management 
accounting can play a very important part in business management in China or other 
developing countries; under the original centralized business administration system, the 
Company's production and sales, like other state-owned enterprises (SOEs), had long 
been subject to the compulsory production plans imposed by government authorities. 
Due to a lack of production initiatives and poor management the company had long 
suffered from low productivity and poor operating results and had to rely mainly upon 
governmental subsidies to survive. However, market demands changed dramatically 
after the Chinese government implemented an austerity program in the late part of 1989 
to curb the overhead economy and run-away inflation. With sharp changes in the 
economic and business conditions, Han Dan Company encountered great difficulties in 
operation. To resolve its problems, the senior management recognized that it is 
necessary and imperative for the Company to adopt innovative procedures to overcome 
the operating difficulties in order to survive and grow under increasing market 
uncertainty and pressures. The responsibility cost control system at Han Dan Company 
is a successful experiment of management accounting in China where reforms towards a 
market-oriented Company are underway. The new cost control system was introduced 
by the Company as an effort to adopt innovative management and accounting practices 
to overcome its operating difficulties and meet the new challenges of the emerging 
markets (Lin and Yu, 2002). However, empirical evidence for successful adoption of 
management accounting in developing countries is still rare at present (Lin and Yu, 
2002). Several studies in different parts of the world have also investigated the status of 
their national management accounting practices, such as the study of Chenhall and 
Smith (1998a) in Australia, Wijewardena and Zoysa (1999) in Japan, and Drury et al 
(1993) in the U. K. These studies have researched the adoption rate, benefits derived and 
future direction for traditional and advanced management accounting practices. 
However, this area of research remains unsatisfactory and rare in relation to the 
literature of some developing countries such as Egypt. (See for example, Wallace, 1990; 
Anderson and Lanen, 1999; and Luther and Longden, 2001). According to Wallace 
(1990) research in this area is still a "recent field of study". 
Lin and Yu (2002), suggests that this could be due to the relatively underdeveloped 
status of economic research in developing countries. However, the demands for 
management-oriented accounting information are increasing following the economic 
growth in such countries. Nonetheless, certain differences in the application procedures 
2 
and techniques for management accounting practices between the industrialized world 
and developing countries must exist due to the economic, institutional, and cultural 
differences. 
Waweru et al., (2004) also claimed that the period between 1990-2000 was 
characterized by the opening up of most developing economies, many organizations 
have been privatized, as most of the protective barriers have been removed, 
substantially altering the competitive environment in these economies. 
Moreover, researches provide evidence that organizations operating in the developing 
countries which are undergoing transition at the present require quality and timely 
information, thus they have to change their management accounting systems and 
practices. Floque et al., (2001) argue that managers who face high levels of competition 
require a variety of financial and non-financial information for making organizational 
decisions. 
In Egypt, however, there is no evidence of the adoption of traditional and contemporary 
management accounting practices in manufacturing organizations, pharmaceutical 
industry in particular along with the benefits derived from such adoption. Farouk (2005) 
provided some insights on the diffusion of management accounting practices, specially 
the recently developed ones, in the Egyptian manufacturing sector of which the 
pharmaceutical industry, but no studies investigated the benefits derived from the 
adoption of recent management accounting practices in a mature and successful industry 
in Egypt like the pharmaceutical industry (see Farouk 2005) or the effect of adopting 
different management accounting practices, either recent or traditional, on the overall 
firms' performance. Beside, it is not clear what are the firms' factors and characteristics 
that enhance the adoption of recent practices in order to cope with the new 
environmental changes, and global competition. In addition, using the contingency 
theory as the theoretical framework is a challenge to this study'. 
' Find more about the use of contingency theory in the management accounting studies in chapter I 
3 
The second challenge to be faced is measuring the effect of adopting recent 
management accounting practices on the Egyptian pharmaceutical firms' performance, 
if any. 
Furthermore, the study examines the implications of the Egyptian environment and 
culture on the functioning of the pharmaceutical firms in general, and the state of 
management accounting practices in these firms in particular. Those two issues are 
rarely presented in the literature of developing countries and not at all tackled in Egypt. 
Therefore, they are considered the third challenge for this study. The next section 
presents a background on management accounting in developing countries going 
through transitional periods such as Egypt. 
1.2 Background on Management Accounting 
Practices in Transitional Economy 
The growth of privatization, deregulation, international business, global competition and 
new information and production technology has changed the world of management 
accounting. These changes have special implications for transitional and newly 
industrialized or emerging economics (Jaruga and Ho, 2002). 
Few studies, during the last decades have been dedicated to the development of 
management accounting practices in developing economies (Vamosi, 2003). For 
example, in Eastern Europe, the study of Vamosi (2000) in Hungary, and Haldma and 
Laats (2002) in Estonia; few researches are in Asia such as the study of Ghosh and Chan 
(1997) in Singapore, Anderson and Lanen (1999) and Joshi (2001) in India, Lin and Yu 
(2002) in China, Sulaiman, Ahmad and Alwi (2004) in four Asian countries, Sulaiman, 
Ahmad and Alwi (2005) in Malaysia, and Wu, Boateng and Drury (2007) in China, in 
addition to a study conducted in South Africa by Luther and Longden (2001). 
These studies focus on the adoption and development of management accounting 
practices in respective countries, as well as the expected future emphasis of western 
management accounting practices in such emerging market economies. The authors also 
argue that management accounting in transition countries is still in its initial stages of 
development into a research area. In addition, the above researches endorse some prior 
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findings related to contingent influencing factors such as the intensity of competition 
due to globalization, and introduce possible new factors such as changing stakeholder 
pressures and shortages of qualified accountants. In the same vein, Luther and Longden 
(2001) promote that management accounting cannot be understood without reference to 
political, cultural and economic factors, and Wijewardena and De Zoysa (1999) 
recommend that further researches are needed to examine management accounting 
practices in several transitional economies. 
The use of contingency framework for the analysis of management accounting systems 
started in the early to mid 1970's. However, since then it has come to dominate the 
published work on the behavioral and organizational aspects of management 
accounting. Otley (1980: p. 413) stated, ' The contingency approach to management 
accounting is based on the premise that there is no universally appropriate accounting 
system which applies equally to all organizations in all circumstances. Rather, it is 
suggested that particular features of an appropriate accounting system will depend upon 
the specific circumstances in which an organization finds itself. Thus, a contingency 
theory must identify specific aspects of an accounting system which are associated with 
certain defined circumstances and demonstrate an appropriate matching'. Also, Otley 
(1980) argued that the justification for adopting a contingency theory of management 
accounting is that it emerged as a necessary means of interpreting the results of 
empirical research. He concluded that the relevance of organization theory to 
management accounting is being increasingly recognized and contingency formulations 
have been prominent in organization theory. There thus appears to be a prima facie case 
for the development of a contingency framework for management accounting. 
The previous studies are considered contribution to the knowledge of management 
accounting practices in transitional countries, as well as comparative studies that 
highlight the similarities and differences in management accounting practices between 
those economies and western economies, and the ways that justify reasons for 
differences. Nonetheless, they have not explored the in-firm contingent factors to the 
adoption of recent practices in those economies. None of these studies have investigated 
the effect of political, economical and social environment on management accounting 
practices. Although there is an expanded research of this issue in Anglo-American 
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countries, and there has been a growing interest in management accounting systems and 
practices in the developed countries, developing countries lag far behind and the gap in 
management accounting systems literature in developing countries still exists. This was 
the main motive for this research. 
1.3 Problems of the research 
New management accounting practices have emerged in response to changes in 
manufacturing practices or the competitive position of business in the recent years as 
mentioned before. These practices such as ABC, throughput accounting, JIT accounting 
and the emphasis on non-financial performance measures were featured in a range of 
accounting and management journals (Tayles and Walley, 1997). There is however, less 
guidance on when to adopt such new techniques, and when to adopt the traditional 
ones? Under what environmental and internal conditions are such practices appropriate? 
Is the adoption of these techniques effective to improve or increase performance? And, 
finally, should these techniques be varied across industry types or the same for all 
industry types? Moreover, what are the factors that affect the adoption of these 
practices? Many accounting researchers argue that these questions could be further 
areas of research investigation (Ittner and Larcker, 2001; Otley, 2001; Shields, 1998; 
and Tayles and Walley, 1997). 
The problems of the research is introduced through the investigation of the state of 
management accounting practices in pharmaceutical firms in Egypt as it is one of the 
developing countries which undergo a transitional phase of economy. 
Egypt is an important and influencing country among African and Arab states. It has its 
uniqueness because of its strategic location bordering Africa, Europe, and Asia; which 
help it to gain a leading role among Middle-Eastern nations. During the 1980s and the 
thresholds of 1990s, the Egyptian government embarked on an ambitious economic 
reform program, the main aim of which has been to create a decentralized, market- 
oriented economy designed to encourage private sector activity in all sectors and reduce 
the size of public sector through privatization (Road, 1997). These environmental 
changes affected the operations of organizations in Egypt both directly and indirectly 
through associated market volatility (Evans et al., 1994). 
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Many studies explore accounting in Egypt; (Shawky, 1996, Tawfic, 1991, Mahmoud, 
1995 and Abd-El bar, 1997). A review of Egyptian accounting literature reveals that 
there are two main concerns for Egyptian scholars. The first is to show the deficiencies 
in the Uniform Accounting System to provide useful financial information for the 
economic reform program (see Shawky, 1996 and Tawfic, 1991), while the second is to 
propose changes in the system to be more able to meet the needs of economic 
development efficiently (Abd-EI bar, 1997 and Mahmoud, 1995). Yet, all these previous 
studies are focused and concerned only with financial accounting rather than 
management accounting. 
Mahmoud (1995) argues that accounting in Egypt is a procedural step to be followed 
and that it should respond to change in order to achieve economic objectives. He adds 
that the increase in competition urges the need for change and reform in accounting 
practices to provide better types of information in order to take more accurate 
investment decisions. 
It can be then concluded that there is a need and demand for studies and research on 
management accounting practices in Egypt, being a country in a transitional period, its 
current status of adopted management accounting practices within organization and the 
benefits derived from their applications are not sufficiently examined. 
In addition, Egypt's pharmaceutical industry is considered relatively mature with 
moderate growth rates, as argued by Farouk (2005), that the pharmaceutical sector in 
Egypt is very successful and promising; she also proved that this sector is an advanced 
industry sector in Egypt. This conclusion encourages the researcher to consider the 
Egyptian pharmaceutical industry an appealing industry for this study which is 
interested in the adoption of recently developed management accounting practices in 
Egyptian manufacturing organizations. A study, that needs to be applied on an advanced 
industry sector in order to reach some meaningful results, in a developing country in its 
transitional phase of economy, like Egypt. 
In sum, problems of the research are as follows: 
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" There is lack of knowledge concerning the current state of management 
accounting, and their practices in Egypt. It is argued that being a 
developing country, Egyptian phan-naceutical organizations are slow in 
adopting recent management accounting practices, and that they rely 
significantly on traditional ones. 
" There is lack of knowledge concerning the contingent factors to the 
adoption of recent management accounting practices in the context of 
pharmaceutical firms'in Egypt. 
" There is lack of knowledge concerning the effect of adopting recent 
management accounting practices in Egyptian pharmaceutical firms on 
the overall firms' performance. 
e There is lack of knowledge concerning the implications of the Egyptian 
environment (political, social, and economic) on the success of 
pharmaceutical industry and the advancement of pharmaceutical firms' 
accounting systems. 
1.4 Aim of the research 
In view of the problems discussed above and the challenges faced, it becomes clear that 
the aim of the research is to: 
'Test the relationship between certain characteristics of manufacturing 
firms and the adoption of recent management accounting practices, with 
an application on the pharmaceutical industry. Then test the relationship 
between the adoption of those recent practices and the firms' 
performance. Finally the implications of the Egyptian economy on the 
pharmaceutical industry and the adoption of management accounting 
innovations are explored'. 
1.5 Methodology 
This research is based on a relativistic ontology, which holds that reality is a subjective 
construction of the mind. So what is subjectively experienced as an objective reality 
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exists only in the observer's mind. Using the semi-structured-in-depth interviews as the 
main method of collecting the data, reveal some doubt about the realism ontology. Since 
the response of the interviewees would vary dramatically according to their experiences, 
beliefs and positions. Consequently, the research is based on a phenomenological 
epistemology that shows that the social world is essentially relative and can only be 
understood from the point of view of individuals who are directly involved in the 
activities under study. In other word the phenomenology is concerned with 
understanding human behavior form participants own frame of reference. 
The research paradigm that is used by the researcher to conduct this study is the 
Interpretivist paradigm, where the world is viewed as it is but explained according to the 
researcher consciousness. And this paradigm best matches with the relativistic ontology 
and phenomenological epistemology. This view is consistent with the researcher's 
belief that the choice of methodologies should be guided by the problem at hand and the 
resources that can be brought and the data collection method used to best solve the 
problem. 
1.6 Research Importance 
By reviewing the literature of international accounting in developing countries, it 
becomes obvious that little is known about accounting systems in these countries. 
Wallace (1990) in his article Accounting Systems in Developing Countries stated: 
"Although the literature now has breadth, it has little depth. There is an 
urgent need for a deeper understanding of accounting systems in 
developing countries. This need can onl be jufflilled by intensive y 
research of those issues peculiar to developing countries. " (44) 
Based on the previous argument, the importance of this study emerges, as it investigates 
issues relating to management accounting practices adopted in pharmaceutical firms in 
Egypt and the benefits derived from such adoption. Moreover, as mentioned before 
most of the previous studies in developing countries have been directed to financial 
accounting and just few have been concerned with management accounting, so the area 
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is still primitive and there is a need for researches to fill the gap that exists in 
management accounting literature in developing country, and Egypt in particular. 
The current research uses a contingency framework to analyze the effect of some in- 
firm factors on the adoption of recent practices and how the recent practices would in 
turn affect the firms' performance. It therefore, provides further evidence supporting the 
use of contingency theory in management accounting researches; the study extends the 
empirical literature on the contingent relationship between in-firm factors and 
management accounting practices. 
This research provides a tested framework to this contingent relationship between some 
in-firm factors and recent management accounting practices adoption that can be 
applied in Egyptian pharmaceutical firms. In addition, a suggested framework, that 
needs further testing, is presented for further research area. 
To sum up, this research has both significant theoretical and practical importance. From 
a theoretical perspective, this research provides insights into the development of 
contingency approach to analyze the state of management accounting practices in 
manufacturing organizations in developing countries. From the practical perspective, 
the findings of the study should increase the understanding of the factors that might 
enhance and encourage (or hinder) the adoption of recent management accounting 
practices in Egyptian pharmaceutical firms to improve (decline) their performance. 
1.7 Organization of the Research 
This thesis is organized into ten chapters. Following this introduction, chapter two 
provides an overview of the literature related to the evolution that has occurred in 
management accounting practices. It also provides a brief review of accounting in 
developing countries, the diffusion of management accounting practices and the effect 
of globalization on management accounting in developing countries. This presentation 
helped the researcher identify why, how, and where management accounting research 
should take place and change in accounting practices could occur. 
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Chapter three provides an overview of the literature related to performance 
measurement systems. The main aim of this chapter is to give a historical feedback 
about the evolution of performance measurement systems. Moreover, it presents a 
criticism to the financial measures and a need for non-financial measures. Finally a 
review of performance evaluation practices in different areas of the world is 
accomplished, to reach the best measures that can be used to evaluate the firms' 
performance in this study. 
Chapter four reviews the contingency theory as the theoretical framework of this study. 
It starts with the evolution of this perspective to enhance our understanding with the 
reasons that supported the emergence of this approach. The chapter assesses the 
strengths and limitations of the contingency approach and presents different 
contingency approach framework. It provided the base for the researcher to develop the 
suitable framework that is able to serve the objective of this study. 
Chapter five discusses Egypt as the context of this study. It gives a detailed review of 
the geographical, demographical, cultural, political, economic and accounting aspects of 
Egypt. It also shed the light on the pharmaceutical industry in Egypt. The main aim of 
this chapter is to provide evidence of why Egypt and pharmaceutical industry in 
particular, were chosen to be the context of this study. 
Chapter six introduces the methodology and methods adopted in this research. It 
provides evidence that supports the chosen methods and justifies the research design. 
The chapter describes the steps of developing the data collection instruments and how 
the sample size was detennined besides discussing the administration and the 
conclusions derived from the pilot study conducted. Moreover, hypotheses development 
process is discussed along with the research variables. Finally a brief of the interview 
process is presented and the statistical analysis methods followed in analyzing the data 
are discussed. The main aim of this chapter is to provide a link between the theoretical 
and the empirical stances of this study. 
Chapter seven explains sample characteristics and the statistical analysis of the data. It 
clarifies how different codes were developed and given to the data to allow for 
statistical tests. Then a description of different tests used for the analysis such as 
descriptive statistics, correlation coefficient and other non-parametric data analysis tests 
available in the SPSS package. In addition it summarizes the hypotheses testing findings 
and the limitations of the hypotheses testing study. The main aim of this chapter is to 
answer the two main research questions concerning the in-firm contingent factors to the 
adoption of recent management accounting practices in the Egyptian pharmaceutical 
firms and the effect such adoption would have on the overall firms' performance. 
Chapter eight is concerned with the qualitative analysis of the data collected, which is 
classified for the purpose of this chapter into three general themes; the Egyptian 
Environment Implications theme, the Accounting Practices theme, and the Performance 
and Quality Issues theme. Each theme is analyzed through its break down into three 
sub-sections: points of focus of each theme, comparative tabulation of the respondents' 
views regarding each theme's point of focus, and finally a set of concluded findings. 
The aim of this chapter is to enhance and complement the findings of the statistical 
analysis conducted in chapter seven, and provide more in depth examination of the 
research questions, in addition to shedding the light on the implications of the Egyptian 
environment on the pharmaceutical industry success and advancement. 
Chapter nine discusses the research (quantitative & qualitative) findings and results. It 
compares the findings of this research with other previous studies and draws on the 
relationship that exists between the current research findings and the literature review. 
Finally it provides a revised framework for this study, in view of both quantitative and 
qualitative analysis findings. 
Chapter ten provides a conclusion of the study. It first, summarizes the current research 
findings and contributions, which lead to empirical recommendations on both 
organizational and national level. Then, it determines current research limitations, and 
provides suggestions for areas of future research drawn with a link to the current 
research limitations. 
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Chapter Two 
Management Accounting Practices 
2.1 Introduction 
In the conditions of market economy, new changes in business environment like, 
advanced technology and intensified competition took place, the management of a 
company, in order to be consciously competitive on the market, needs to have objective 
information about the formation and shape of the company's performance, which is 
documented in financial statements. As a result, an evolution has occurred in managerial 
accounting research. Empirical studies of budgeting and financial control practices are 
giving way to research on a variety of new techniques such as activity-based costing, 
the balanced scorecard, strategic accounting and control systems, and economic value 
performance measures (Ittner and Larcker, 2001). In order to fill the gap between 
research and practice, a need arise to develop organizations' accounting systems, 
especially, cost and management accounting systems (MAS), which could provide 
adequate information about the main impacts on cost characteristics and companies' 
performance, especially in developing countries and to investigate the state of 
management accounting practices in those countries organizations. The past two 
decades have witnessed considerable change in managerial accounting practice. From 
its traditional emphasis on financially oriented decision analysis and budgetary control, 
managerial accounting has evolved to encompass a more strategic approach that 
emphasizes the identification, measurement, and management of the key financial and 
operational drivers of shareholder value (see for example, McNair, 1997; Kaplan and 
Norton, 2000; Al Bhimani, 2002). 
Since transition economy is a changing process from the command to market economy 
and as the Egyptian economy is considered in a transitional phase 2, this chapter will 
have the main aim of shedding the light on accounting in developing (third world) 
countries. The United Nations (2001, p. 3) divide countries into two groups: developed 
and developing countries. Countries in North America, Europe and the former USSR, 
2 More details about the Egyptian economy are provided in chapter five. 
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Japan, Australia and New Zealand, are all categorized as developed countries, whereas 
all others are regarded as developing countries. 
Those countries are not a homogenous group and mostly found in Africa, Asia, Latin 
America, Eastern Europe, and the Middle East. They are different in terms of Gross 
National Product (GNP), population, culture, geographical size, access to natural 
resources and economic and political systems. But they still share common features, as 
Compared with developed countries; developing countries have, in general, a lower 
human development index (which measures a country's performance in three areas: 
education, health and society purchasing power), a lower level of industrialization, a 
lower level of average income per inhabitant, and a higher level of population growth 
(United Nations, 2001; Putu et al., 2007) 
The chapter will also emphasize the changing role of management accounting in new 
business environment, and, consequently, the evolution that has taken place in 
management accounting practices from the 1950s till now, besides a review of the 
diffusion of management accounting innovations allover the world, especially, 
developing countries, with an emphasis on the effect of globalization and changes in the 
global business environment on such economies. 
2.2 Accounting in Developing Countries 
According to Al-Faisal (1992), the accounting profession in the United Kingdom has 
influenced the Egyptian accounting profession, which in turn has influenced the 
accounting profession in Saudi Arabia. This is due to the fact that most of college 
students in the field of business administration, either studied in Egypt or in colleges of 
business in Saudi Arabia which positions were filled by Egyptians. 
Many researches have been conducted to compare between accounting systems and 
accounting profession in developing and developed countries. For example, EI-Dieb 
(1993) compared between accounting system and profession in Egypt, United States, 
and United Kingdom and proposed a framework for improving accounting in Egypt. 
Although such comparison is useful in identifying similarities and differences, it should 
be taken into consideration that those countries are different in social, political and 
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economic environment, and therefore, Egypt is to be noted against these mentioned 
countries. 
Accounting researchers are well aware and agree upon the role which accounting can 
play in the economic growth and development in developing countries (Enthoven, 1980, 
1981,1983; Briston, 1990; Larson 1993-, Belkaoui, 1994). Business management and 
accounting practices are relatively weak in most developing countries in contrast to 
those in the industrialized world (Lin and Yu, 2002). The debate is whether to use 
International Accounting Standards as it is in developed countries or to develop 
accounting standards that are more suitable to the circumstances of developing 
countries. 
One belief is that different national accounting standards should be harmonized in order 
to facilitate international business transactions and the growth of the world's capital 
market (Arpan and Radebaugh, 1995; Muller et al., 1991). The adoption of advanced 
management accounting practices from the developed countries with necessary 
adaptation in terms of specific local business conditions will contribute to improving 
business management significantly and raise the operating efficiency and profitability 
substantially (Lin and Yu, 2002). There are, nonetheless, certain differences in the 
application procedures or techniques of management accounting in practice in the 
industrialized world and the developing countries owing to the varied economic, 
institutional and cultural settings concerned. 
The other belief among accounting researchers is that each country should develop 
standards that suit its circumstances. They oppose the adoption of International 
Accounting Standards at their transfer from developed countries to developing countries 
(Briston, 1978; Perera, 1989, a, b). The argument is that each country has its socio- 
economic and political system; also there are cultural differences between countries. 
These differences should lead to differences in the objectives of their accounting 
systems (Rivera, 1989). Samuels (1990) argues that it is better for developing countries 
to have their own approach to accounting system design instead of copying accounting 
systems from developed countries. In the same vein, some researchers contended that 
the dissemination of Western management experience to developing countries might 
encounter resistance due to the variances stemmed from the social, legal, cultural, and 
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educational systems in the developed and developing countries (Weinshall, 1977; Child 
and Bate, 1987; Abrahamson, 1991; Aris and Guillen, 1991). 
Following the view of Lin and Yu (2002), the researcher believes that it is hard for 
developing countries to develop their own standards and designs of accounting systems, 
instead, each developing country should adjust the accounting systems developed by 
more developed countries, to match its economy's special socio-cultural characteristics 
and specific local business conditions. 
Therefore, due to the variances stemmed from the social, legal, cultural, and educational 
systems in the developed and developing countries (Weinshall, 1977; Child and Bate, 
1987; Abrahamson, 1991; Aris and Guillen, 1991), it is expected that management 
accounting practices adopted in developed countries would differ from those adopted in 
developing countries even though functioning in the era of globalization and competing 
in the same global market. In addition, factors affecting changes in management 
accounting systems would also differ among developed and developing countries. These 
expected differences increases the need for more researches exploring the state of 
accounting in different countries, especially developing countries, and investigating the 
effect of external and internal factors relevant to each economy, which affects the 
development of its accounting systems in general, and its management accounting 
systems in particular. 
In this direction, Briston (1978,1990) criticizes the evolution of accounting in Nigeria 
and Indonesia. He pointed to the impact of colonialism. Those countries adopted 
accounting principles and systems that meet the needs of the United States and the 
United Kingdom. In the same vein, Hove (1986) argues for the impact of colonialism on 
Zimbabwe. The accounting system is imported and it is not appropriate for the country's 
problems. 
Muller et al., (1987) identify some variables that shape accounting development. 
Examples of those variables are political ties with other countries, legal system, 
inflation level, the size of complexity of business enterprises, in addition to the 
education level. He accordingly, identified three accounting clusters; The British- 
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American model, the Continental model and the South American model. Egypt is 
considered a part from the continental model together with Japan, Italy and Switzerland. 
Perera (1989b) provides another classification for accounting systems based on the 
impact of culture on accounting. In his opinion Accounting systems are classified to 
Anglo-American, Continental European and developing countries. According to his 
view, developing countries are characterized by low degree of professionalism in the 
accounting sub-culture and as a result there will be little accuracy and adequacy in 
published accounting information, and a high degree of centralization. This all leads to 
high government intervention. 
2.3 The diffusion of Management 
Accounting Practices 
There has been always a need for systematic comparative studies (see for example; 
Clarke et al., 1999; Guilding, Lamminmaki and Drury, 1998; Brewer, 1998; 
Wijewardena and De Zoysa, 1999; Joshi, 2001; Lamminmaki and Drury, 2001; and 
Luther and Longden, 2001) covering various aspects of management accounting 
practices in different countries, in order to be able to highlight the effect of different 
cultural contexts on the state of management accounting systems in practice. 
Walley et al (1994) conducted a study on a sample of 20 manufacturing firms to 
discover what practices have been adopted and why changes have or have not taken 
place. The cases raised a number of issues about the potential for the adoption of new 
accounting systems. Factors such as the ownership of firms and the managerial 
resistance to change appear to be strong influences. The cases also revealed that most 
changes have resulted from some form of external pressure, but most reasons for non- 
adoption appear to come from internal or organizational sources. 
Ghosh and Chan (1997) conducted a longitudinal study with a basic objective to find 
out the state-of-art of management accounting in Singapore context. The study hoped to 
provide a more in-depth understanding on the following aspects: the development of 
management accounting and financial control practices in Singapore companies; the 
relative extent of these practices in multinational companies (MNCs) as opposed to 
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locally owned companies; and the differences, if any, between companies in various 
industries with regard to these practices. The study concluded that management 
accounting practices of the Singapore companies have generally improved as compared 
to the results of the similar study conducted by Ghosh (1984), and also confirmed that 
MNCs still enjoy an edge over local/regional companies in their use of management 
accounting practices. 
Other research was conducted in Bangladesh by Alarn (1997) who described the overall 
socio-economic situation in Bangladesh as characterized by uncertainty, resource 
scarcity, political instability and some tendency towards disorder. The research was 
conducted in two commercially oriented state-owned enterprises. The findings of the 
research suggested that in conditions of high uncertainty, budgeting is more oriented 
towards the management of external relationships with significant institutional actors 
than with the management of the organization itself. 
Chenhall and Langfield-Smith (1998) surveyed the extent to which Australian 
manufacturing firms have adopted certain traditional and recently developed 
management accounting practices and emphasized the benefits received from those 
practices. Newer techniques were more widely adopted than found in prior surveys. But, 
overall, the rates of adoption of traditional management accounting practices were 
higher than recently developed techniques. Also they suggested future research to gain a 
better understanding of the factors that influence differences in the levels of adoption of 
recently developed management accounting techniques between countries. 
Guilding, Lamminmaki and Drury (1998) conducted a comparison between budgeting 
and standard costing practices used in New Zealand and the United Kingdom. The UK 
is chosen to be the country against which to benchmark for the similarity in professional 
academic accounting training and the existence of the established survey and database 
about UK management accounting practices. The comparison revealed a high degree of 
consistency. It has been also found that standard costing systems continue to be popular 
and that the ma . ority of accountants do not envisage abandonment of standard costing j 
and variance analysis. In the case of the few differences that have been observed, it 
appears that there is greater lag behind prescribed practice amongst New Zealand 
manufacturers. But still the authors believe that the 90s has seen New Zealand 
18 
management accounting practices catching up with those used in large industrialized 
economies as the UK. 
A study is conducted by Brewer (1998) to examine the relationship between national 
culture and activity-based costing (ABC) systems. The research uses Geert Hofstede's 
taxonomy of work-related cultural values, and the study is applied to the case of Harris 
Semiconductor (HS), which has implemented an ABC system at plants located in 
Malaysia and the United States. The findings indicate that HS's top-down 
implementation approach coupled with ABCs inherent emphasis on cross-functional 
team-based work arrangements may have contributed to a higher level of ABC success 
at HS's plant in Malaysia relative to its U. S. plants. 
In the same vein, Wijewardena and De Zoysa (1999) conducted a comparative study on 
management accounting practices in large manufacturing firms in Australia, as a 
Westem-type economy on one hand, and Japan, influenced by its unique cultural 
attributes, on the other hand. The results of the study provide some important insights 
into the differences in management accounting practices of Australian and Japanese 
manufacturing firms. 
Anderson and Lanen (1999) studied the case of India after the liberalization of the 
Indian economy 1991 using a contingency theory framework. The study provided 
evidence of changes in management accounting practices associated with shifts in the 
external environment. 
Another study conducted by Clarke et al., (1999) in Ireland reported that the rate of 
adoption of activity-based costing (ABC) is lower in Ireland than in Anglo-American 
countries. This is a puzzling finding, putting into consideration that the study was 
comparing two developed nations that share a common language. 
Joshi (2001) conducted the same study as that of Guilding, Lamminmaki and Drury 
(1998), on Indian manufacturing companies and the results were compared to that of 
Australia. Most of the practices adopted relate to traditional budgeting and performance 
evaluation systems. The future emphasis in India is on traditional practices and less on 
the new techniques, because higher benefits were derived from such techniques. Apart 
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from some similarities in practices between Indian and Australian firms, statistically 
significant differences were found in respect to adoption rates, benefits derived, and the 
focus for future emphasis, both for traditional and newly developed practices. Joshi 
stated that most of the differences could be attributed to the differences in cultural 
values. 
Another study was conducted by Lammininaki and Drury (2001) to compare product- 
costing practices employed by manufacturing companies in the same pair of countries, 
New Zealand and the United Kingdom. The study overcame the shortcomings that 
undermined earlier cross-country comparative commentaries on management 
accounting practices by using the same survey instrument in both countries and 
controlling for firm-size differences. The study provides further support to the growing 
evidence of a continuing lag between management accounting theory and practice. 
In 2001, Luther and Longden conducted a research into management accounting 
techniques in South Africa and changes in those techniques, with the results are 
compared to the case of UK; perceived benefits derived from management accounting 
techniques in South Africa differ from the U. K. equivalents. The study also shows that 
some of the factors causing management accounting change in South Africa are 
different from those at work in the U. K. 
Lin and Yu (2002) cast light on effective diffusion of management accounting practices 
under different social and economic systems by studying the case of Han Dan Iron and 
Steel Company in the People's Republic of China. The company has adopted a series of 
management accounting techniques in its cost control system including target costing, 
responsibility accounting, standard costing, flexible budgeting, internal transfer pricing, 
behavior motivation, performance evaluation, and variance analysis, to substantially 
reduce production costs and raise profitability. The Han Dan experience demonstrates 
that management accounting can play a very important part in business management in 
China or other developing countries. 
A study conducted by Sulaiman, Ahmad and Alwi (2004) examined the extent to which 
traditional and contemporary management accounting tools are being used in four Asian 
countries: Singapore, Malaysia, China and India. The evidence reviewed suggests that 
a 
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the use of contemporary accounting tools is lacing in the four countries. On the other 
hand, the use of traditional accounting techniques remains strong. 
Another study conducted by Sulaiman, Ahmad and Alwi (2005) to provide empirical 
evidence on the extent to which companies in Malaysia use standard costing, suggested 
that standard costing is still being used by a large majority of firms. Thus companies in 
Malaysia, both Japanese and local, perceive that the basic principles of standard costing 
remain sound. 
In the same vein, Ax and Bjornenak (2005) studied the diffusion of management 
accounting innovations in Sweden, with a focus namely on the balanced scorecard. 
(BSC). The findings provide evidence of an extremely rapid and effective spread of a 
management accounting innovation; BSC. 
Another study was conducted by Abdel-Kader and Luther (2006) to investigate the 
management accounting practices in the British food and drinks industry. The survey 
provides a unique detailed examination of actual management accounting practices. The 
study provides evidence of a gap between current textbooks and actual practices. 
Moreover, traditional management accounting is alive and well; however there are 
indications of likely increased use of information concerning the cost of quality and 
non-financial measures relating to employees although performance measurement is 
still very much dominated by financial figures, and analyses of competitors' strengths 
and weaknesses. 
Moreover, a study was conducted by Wu, Boateng and Drury (2007) to consider the 
adoption, perceived benefits, and expected future emphasis of western management 
accounting practices in the Chinese emerging market economy. The survey 
questionnaire was modeled on the questionnaire of the study undertaken by Chenhall 
and Langfield-Smith (1998) in Australia. The importance of this study stems from the 
fact that it represents one of the first attempts to examine the adoption, perceived 
benefits and expected future direction of management accounting practices of state- 
owned enterprises and Joint Ventures in the Chinese emerging market economy. 
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Finally, a study was conducted by Kattan, Pike and Tayles (2007), in Palestine. The 
objectives of this research is to understand the changes in management accounting and 
control systems (MACS) employed over a period of time and identify changes in these 
systems as a result of political changes in the surrounding environment. This research is 
conducted through the use of a case study involving Stone Co. Management accounting 
practices in Stones co. proved to have changed over the last ten years period. It was 
apparent that these changes were not much influenced by external environmental 
uncertainty, on the contrary, affected by internal factors such as; growth in sales and 
profits, the level of education of both the manager and employees of the accounting 
department, the ISO certification acquisition, the expansion of operations and the 
availability of computers. This research extends the contingency theory framework to 
management accounting practices in less-developed economies. 
It can be concluded from the preceding discussion, that a lag still exists between 
management accounting theory and practice. In addition, it also reminds us the gap in 
management accounting studies in developing economies, which cannot be understood 
without reference to the wider political, cultural and economic factors of the countries 
concerned and in less developed economies this embraces cultures, capital markets, 
bureaucracies and regulation. Companies operating in those markets are influenced by 
and need to react to such changes. 
In addition the discussion provides a proof on differences in the adoption patterns of 
recent management accounting practices between nations, which call for more 
researches covering more countries to examine factors affecting the adoption of 
innovations, especially, management accounting innovations in developing countries. 
This way comparative studies between companies in one nation, or across nations can 
be conducted, in an attempt to fill the gap in the body of knowledge regarding the effect 
of cultural, political, and socio-economic differences on the adoption of management 
accounting practices, in addition to gain a better understanding regarding the factors 
influencing the implementation of advanced management accounting practices and how 
these are related to organization's characteristics which are in turn affected by the 
organizations' external environment. 
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The researcher was, then, interested to investigate the relationship that exists between 
the implementation of advanced management accounting practices and the 
organizations' characteristics as well as the effect such practices has on organizations' 
performance in the context of Egypt, which is an Arab country with different cultural 
aspects then that of other developing countries studied earlier, and also different than 
that of Palestine (Kattan et al., 2007) due to the special nature of Palestine, 
characterized with severe political instability. Therefore, not only enriching the 
literature with valuable information relating to another part of the world not sufficiently 
tackled in the literature, but enhancing those Egyptian firms' performance and 
competitive ability in the globalization era as well. 
2.4 The Changing Role of Management 
Accounting 
Based on the researcher knowledge that the present can only be understood in the light 
of the past, along with his awareness to the relevance of historical understanding to 
relevant issues, this section will be devoted to present main schools of thought in the 
area of management accounting history, with the aim of getting an understanding of 
how the evolution of management accounting took place. 
Loft, (1991) in Ashton et al: Issues in Management Accounting; explained that the 
breakthrough in cost accounting, according to the traditional view, came in Britain in 
the latter part of the nineteenth century. The emergence of cost accounting at this time 
was closely connected with a major Depression (1873-96), as it suddenly became 
crucial to the survival of a business to be able to calculate what its products cost to 
make. According to traditional historians of management accounting, early cost systems 
tended to be rather unsystematic, and rarely was any attempt made to coordinate them 
with the financial or commercial books. This early lead which the British had in 
developing cost accounting was quickly taken over by the United States after 1900. By 
the second decade of the twentieth century the issue of how to account for waste and 
scrap was being energetically tackled, and in the 1920s methods of standard costing 
were perfected. 
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This traditional line of thinking then evolved to another approach that considers 
accounting a continuous process of evolution and improvement in order to get better 
and respond to economic opportunities that is the 'neoclassical' approach to cost 
accounting history (Parker, 1999; Stewart, 1992). Nevertheless it argues that cost 
accounts were used as a direct aid to management much earlier than the late nineteenth 
century. It is then argued that cost accounting practices and techniques comparable to 
those of the modern period, including cost control and overhead allocation, had been 
developed much earlier than previously thought. Neoclassicists have based their 
conclusions on research in business archives as opposed to traditional historians that 
used as their main source published materials. 
On the other hand, they both share the same passive view of cost and management 
accounting as a set of techniques serving the goals of the organization and adapting as 
necessary to serve changing business needs. In various ways, the following approaches 
break down these assumptions by bringing the wider economic and social context into 
their explanations of how cost and management accounting might have played an active 
role in shaping organizations themselves. 
Chandler (1962,1977) concluded that modem cost accounting arose in the united states 
during the mid-nineteenth century because of a coupling of the growing size of 
organizations and the complexity of production processes, with oligopolistic markets 
consisting of a few large producers which urged the need of these producers for cost 
information in order to assess how the different parts of the business were performing 
and generally try to outwit their rivals. In sum, he believed that the environment caused 
large companies to follow certain strategies to survive. 
Johnson and Kaplan (1987) embraced the same thought of Chandler with a focus on the 
internal control and efficiency functions of accounting systems. The most important 
point in their argument is namely that the development of management accounting was 
important in actually facilitating the growth of large enterprises but it did not develop as 
a by-product of the growth in size of enterprises. They ascertain that management 
accounting had a golden age from the late nineteenth century to the early twentieth, but 
then it has lost its relevance, it must change if American corporations are to survive in 
competitive world markets. Johnson and Kaplan argue that it was the search for 
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efficiency which had lead to the development of cost and management accounting 
practices. 
Another historical approach is the labor process approach, it states, as mentioned by 
Hopper and Armstrong (1991), that the evolution of accounting systems is analyzed as 
an aspect of overall changes in the pattern of control of the labor process. According to 
this approach, Hopper and Armstrong reinterprets the events described by Johnson and 
Kaplan; rather than being due to a continual search for economic efficiency, as being 
fundamentally associated with the struggle to control labor processes in the factory. 
Thus, involves considering accountants as well as accounting. 
In summary, the previous literature on management accounting approaches can help in 
understanding how waves of change advance through the economy or other external 
factors and thus how management accounting takes the form of what we observe at any 
given point in time, including the present. In addition, studying approaches of 
management accounting change would provide a better understanding of the modem 
studies analyzing the changing role of management accounting from different authors' 
point of views, as presented in the part that follows. 
According to Hiromoto (1988), the primary objective of management accounting is to 
provide decision makers with timely, accurate, and relevant information, reflecting the 
financial performance of an organization. Traditionally, the main objective of 
management accounting has been to help organizations plan their future and then to 
monitor their performance. The emphasis has been on the internal processes, to analyze, 
investigate, and predict information to assist managerial activities (Al Bhimani, 2002). 
According to Neely et al. (1995) the management accounting system has been set and is 
still functioning based on assumptions that were made more than sixty years ago. 
Therefore, currently issued financial reports, which are based on Generally Accepted 
Accounting Principles (GAAP), need to be changed to provide valuable information for 
those who use these reports. 
Management accounting in organizations today has wider and diverse role; from 
focusing on internal processes towards becoming externally oriented (Al Bhimani, 
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2002). According to McNair, Lynch, and Cross (1990), new management accountants 
should benefit from the information revolution. They have to measure the non-financial 
metrics, provide operation managers with quantified non-financial information as well 
as control cost and produce current reports about cost behavior for top management. 
McNair (1997) also points out that the role of management accounting in the new 
millennium is oriented towards analysis and value added activities. Management 
accounting should be a participant and leader in decision-making. In addition, it should 
be strategically oriented and focused on performance improvement. Kaplan and Norton 
(2000) also argue that management accounting should be part of the formulation and 
implementation of strategy. 
A survey done by Freedman (1996) studied the importance of the management 
accounting role as an information and support system. This survey revealed that most 
respondents believe that management accounting must provide an information resource 
that contributes to overall strategy implementation 
Abdel-Kader and Luther (2006) categorized different management accounting 
techniques according to the role they can play. And provided five roles management 
accounting can play: costing, budgeting, performance evaluation, information for 
decision-making and strategic analysis. 
2.5 The Evolution in Management 
Accounting Practices 
Prior to 1950, the primary focus of management accounting practice was cost 
determination and financial control, through the use of budgeting and cost accounting 
systems. By the mid-1960s, this focus shifted to the provision of information for 
management planning and control with the aim of ensuring that resources are obtained 
and used efficiently and effectively to achieve the organization's objectives. This limits 
the scope of management accounting responsibilities and focusing primary attention on 
accounting information (langfield-Smith, 1997; Otley, 1999; Ittner and Larker, 2001). 
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Contingency theories expanded the management planning and control framework by 
articulating some of the contextual or contingent factors influencing the entire 
organizational control package of accounting and non-accounting information systems, 
organizational design, and other control mechanisms (Otley, 1980; Brickley et al., 1995; 
Reid and Smith, 2000; Collins et al., 1997; Haldma and Laats, 2002; and Waweru et al., 
2004). These theories contend that there is no universally applicable system of 
management accounting and control. The choice of appropriate accounting and control 
techniques depends upon the circumstances surrounding an organization. Among the 
prominent contingent factors in this literature are the external environment, technology, 
competitive strategy and mission, business unit and industry characteristics (Fisher, 
1995a; Itner and Larcker, 2001). Contingency theorists posit that the competitive 
environment is a determinant of the form the firms' management accounting practices 
take and the intensity with which they are used (Anderson and Lanen, 1999). 
Beginning in the mid-1980s, management accounting began shifting away from a strict 
focus on planning and control to emphasize the reduction of waste in business 
processes. This shift was prompted by the growing adoption of quality management 
programs, as well as the introduction of accounting techniques such as cost of quality 
management, activity-based costing, process value analysis, and strategic cost 
management (Cooper and Kaplan, 1991; Shank and Govindarajan, 1994; Itner and 
Larcker, 2001). 
By the mid-1990s, management accounting entered its fourth stage, with the focus on 
planning and control and waste reduction, expanding to encompass a more strategic 
emphasis on the creation of firm value through the identification, measurement, and 
management of the drivers of customer value, organizational innovation, and 
shareholder returns. A hallmark of this era is the introduction of a diverse set of new 
management accounting techniques focused on promoting value creation (Itner and 
Larcker, 2001). These techniques include the development of balanced scorecards 
(Kaplan and Norton, 1996), economic value measures (Stewart, 1991), and strategic 
management accounting systems that provide information concerning the current and 
expected states of strategic uncertainties (Bromwich, 1990). 
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To sum up, the rapidly changing and dynamic environment calls for changes in the way 
organizations operate. Therefore, continuous monitoring of management accounting 
systems in use is a must to enable organizations to adopt the latest and most appropriate 
ones. Specifically, a need for changes in management accounting practices allows 
organizations to implement their new strategies in order to achieve their new objectives 
in this competitive environment. This was found to greatly contribute to the firm's 
competitiveness which is becoming of an increasing importance especially to 
developing countries, due to the elevated competition and to the additional effect 
globalization brought, which is presented in the next section of this chapter. 
2.6 Globalization and Management 
Accounting in Developing Countries 
A common theme in normative management accounting research is that changes in an 
organization's external environment may lead to changes in an organization's 
management accounting system (Atkinson et al., 1997; Nanni, Dixon, & Vollman, 
1992). Throughout the 1990s, the growing level of global competition intensified the 
challenges for managers who need to consider more effective ways of achieving 
competitive advantage and improving organizational performance. One mean of 
achieving this is through the adoption of clearly articulated strategies, flexible 
organizational structures and innovative accounting systems (Baines and Langfield- 
Smith, 2003). Baines and Langfield-Smith (2003) examined the relationship between 
the changing competitive environment, and a range of organizational variables as 
antecedents to management accounting change. The results indicate that an increasingly 
competitive environment has resulted in an increased focus on differentiation strategies. 
This, in turn, has influenced changes in organizational design, advanced manufacturing 
technology and advanced management accounting practices. These three changes have 
led to a greater reliance on non-financial accounting information which has led to 
improved organizational performance. 
There is evidence from the strategic management literature that firms from developed 
countries respond differently to the demands of going global than firms from developing 
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countries. For example, Ataay (2006) found that information technology impacted labor 
productivity differently in developing countries than it had in developed countries. 
Elmawazini et aL (2005) noted that foreign direct investment impacted productivity 
growth among businesses to a greater degree in developed countries than it did in 
developing countries. In a 36 country study, Espiritu (2003) found that the digital divide 
accounted for a significant difference in economic growth when comparing developed 
nations and developing nations. Merchant (2005) discovered that international joint 
venture performance varied among groups that contained partners from developing 
countries and those that contained partners from developed nations. 
A number of major changes have occurred in the late 1980s and the early 1990s, which 
have major impact on industrial development objectives set by developing countries. 
Among these major changes are (Goonatilake, Jayawardene and Munasinghe, 1998): 
The Uruguay round of GATT talks and the creation of the World Trade 
Organization (WTO) have resulted in a global move towards free trade. 
As a result, local industries face the competition from imports and 
established export markets became more competitive. 
Under the World Bank Led Structural Adjustment programs, most 
developing countries have embarked on a program of divesting the 
former State Owned Enterprises (SOEs). The rapid privatization have 
affected the industrial sector in developing countries, and in the absence 
of a vibrant local private sector, many of the former SOEs have been 
acquired by multinationals. 
The formation of strong economic groupings, such as the European 
Economic Community (EEC) and the North Atlantic Free Trade 
Association (NAFTA), has had a major impact on world trade. New 
norms for trading with these economic groupings are being formulated. 
The European Community initiated the ISO 9000 and ISO 14000 series 
of quality and environment norms. The access to these strong economic 
blocks would depend on the policies and trade norms set up by the 
economic groupings. 
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The liberalization of Central Planning in former command-driven 
economies in Central and Eastern Europe (CEE), the Former Soviet 
Union (FSU), as well as in countries such as China and Vietnam, will 
have a major impact on global trade of industrial goods, The 
commercialization of large state-owned enterprises (SOEs) in these 
countries, coupled with their technological capability and relatively low- 
cost labor, indicates they would make major inroads to markets now 
enjoyed by some developing country exports. 
A study performed by Goonatilake, Jayawardene and Munasinghe (1998) reports on the 
key observations and recommendations arising from a pilot project executed by the 
United Nations Industrial Development organization in Sri Lanka, as an example of 
developing country with a high literacy rate. The project aimed at providing 
restructuring assistance to ten manufacturing enterprises. The results recommend the 
utilization of appropriate computer application to enhance industrial competitiveness of 
enterprises. Also Hyvonen, Jarvinen and Pellinen (2006) indicated that standardized 
cost accounting software packages may be usefully and successfully used in 
implementing the changes needed in the management accounting systems of large 
organizations. 
Business management and accounting practices are relatively weak in most developing 
countries in contrast to those in the industrialized world (Lin and Yu, 2002). Although 
firms from developing countries are accounting for increasingly larger portions of the 
global economy in the new millennium, they have not been studied as frequently as 
their counterparts in developed countries. It is helpful to analyze the factors associated 
with going global for these new world competitors (sledge, 2007). 
As a result, a need emerged to conduct this research, which applies on a developing 
country, namely Egypt, which is executing an economic reform program, and is facing 
global competition after the GAAT agreement 3. And particularly the pharmaceutical 
3 See more details about Egypt's economy and development in chapter five, 
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industry in an attempt to bridge the gap in developing countries literature concerning 
management accounting practices and factors that relates to changes in those practicesý- 
2.7 Conclusion 
According to the abovementioned, the growing level of global competition intensified 
the challenges facing managers who need to consider more effective ways of achieving 
competitive advantage and improving organizational performance. Therefore achieving 
this would require a change in management accounting practices from traditional 
practices to innovative practices. 
The state of accounting in developing countries, of which "Egypt", has been presented 
in this chapter with a brief presentation of different management accounting innovations 
diffusion all over the world, especially in developing, in transition countries. 
Management accounting change has become a topic of much debate in recent years; 
whether management accounting has not changed, has changed, or should change. Any 
change in an organization system to be approved and put in fact, needs to prove a direct 
positive effect on organization's performance. Consequently, chapter W will present a 
thorough review of the evolution of performance measurement systems, which is also 
part of management accounting, to guide the choice of measures to be used in this 
research, financial or non-financial, that can be find suitable to evaluate the performance 
of firms under study. 
On the other hand, the next chapter is devoted to review the contingence theory 
literature, being the theoretical base for the framework developed in this study to be 
tested. 
The choice of the pharmaceutical industry is explained and justified in chapter six. 
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Chapter Three 
Contingency Theory 
3.1 Introduction 
This chapter reviews the literature related to contingency theory, and explores its 
suitability for explaining the phenomena and variables related to the development of 
management accounting practices with a stress on its suitability in developing countries 
by presenting some contingency-based management accounting studies in developing 
countries. Strengths and weaknesses of contingency theory are surveyed, and then an 
illustration of different contingency theory framework is provided, along with a 
rationalization of the framework adapted for this study and the contingent variables 
chosen to be tested. 
3.2 The Evolution of Contingency Theory 
The development of contingency theory may be viewed in terms of its historical 
evolution. The earliest versions of contingency theory had broad aims for explaining the 
form of the organization. The earliest work on the subject by Bums and Stalker (1961) 
emphasized the influence of environmental conditions, such as technological 
uncertainty on organizational form. They discussed that the structures and practices of 
an organizational system depend on the way in which the environment becomes relevant 
to the system. They argued that the utility of the notions of 'mechanistic' and 'organic' 
management structures resides largely in their being related as dependent variables to 
the rate of environmental change. Therefore, firms that operated within a rapidly 
changing environment, according to Burns and Stalker, shared common attribute 
46organicness". In sharp contrast, firms within a stable, predictable environment were 
described as mechanistic. In the mechanistic structures, the problems and tasks facing 
the organization as a whole are broken down into individual tasks. Each individual 
pursues his task as something distinct from the real tasks of the organization as a whole. 
On the other hand, organic structures adapted to unstable conditions, so problems and 
5 Hypotheses development is provided in chapter 6, statistical tests results are provided in chapter 7. 
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requirements for action cannot be broken down and distributed among individual tasks 
within clearly defined hierarchy. Therefore, individuals have to perform their special 
tasks in the light of their knowledge of the tasks of the whole firm. 
Around the same time, Woodward (1965) emphasized the technology employed by the 
firm as a key contingent variable. She explored the link between technical complexity 
and a company's organizational strategies. She believed that there was a kind of 
relationship between the predictability or processes resulting from the technology 
adopted by the organization and the organization's structure. Woodward argued that in 
the future, organic styles of management would be forced upon organizations by 
technological changes. 
In the literature that followed, the list of contingencies was extended to market 
environment by Lawrence and Lorsch (1967). Their study indicated that the formality of 
the effective organization's structure was related to the degree of certainty and stability 
of its market and technological environments. Successful firms operating in relatively 
dynamic environments tended to be decentralized, while those facing more stable 
environments were relatively centralized. Lawrence and Lorsch proposed a 
'contingency theory' of organization. This theory regards the optimum organization 
form as contingent on the demands of the organization's environment. In other words, 
they argued that an organization must establish a fit between its internal structural 
arrangements and its external environmental demands. 
A study conducted by Negandhi and Reimann (1972) aimed at testing the contingency 
theory of organizations in the context of a developing country; namely India. The results 
provided further evidence in support of a contingency theory of organizations, but with 
slight modification. That is, instead of saying that organization effectiveness requires 
decentralization under dynamic or competitive market conditions and centralization 
under stable, noncompetitive conditions. They found it more suitable with the industrial 
climate prevailing in India to suggest that dynamic, competitive market conditions make 
decentralization more important to organizational effectiveness than do stable non 
competitive conditions. They explained the difference between their results and that of 
Bums and Stalker (1961) and Lawrence and Lorsch (1969) by the considerable 
difference in cultural and industrial environments encountered in their study. Besides 
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the fact that they considered only the variations in the competitiveness of the 
organizations' market environment, while the above-mentioned researchers examined 
differences in both market and technological environments. 
Then Luthans and Stewart (1977) formulated 'A General Contingency Theory of 
Management'. In their opinion, the optimum organization structure is a dependent 
variable which is functionally determined by the interaction of independent situational, 
management and performance criteria variable. They defined situational variables as 
outcomes of the interaction of environmental variables (e. g., human resources, attitudes, 
group dynamics, raw materials, capital, etc. ). Management variables include process, 
quantitative, and behavioral concepts (e. g., planning, organizing, motivational 
techniques, leadership styles, decision-making models, etc. ). Performance criteria 
variables result from the interaction of environmental and management variables. 
This view was criticized by Longenecker and Pringle (1978). They believe that theory 
construction requires careful- not chaotic- selection of variables, in which the selection 
process is based upon well defined, clearly specified criteria. And the basic building 
blocks of the General Contingency Theory of Management are an almost infinite set of 
ill-defined variables which are posited to interact or intersect to produce system 
performance. They argue that a theoretical structure is not simply a listing and crude 
classification of variables, but a statement of the form of the relationship among the 
variables. So simply stating that situational, management, and performance criteria 
variables interact to produce system performance does not indicate anything meaningful 
about the nature of the relationship among these variables. As a result, they believe that 
Luthans and Stewart (1977) have begun construction of a "class if i cational schema", 
which divides the universe of elements into homogeneous groups, but such schemata 
should not be confused with theoretical structures. They also stated that the term 
"contingency" implies that the structures and practices of an organizational system 
depend on the way in which the environment becomes relevant to the system, while the 
reverse situation - the system working on the environment - is usually not considered 
because the working division between independent and dependent variables would be 
jeopardized. 
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Gordon and Miller (1976) argued that the management accounting system is the most 
essential feature of the organization, and treat it as an 'objectification' of the 
organization, in the sense that it provides a coherent picture of what the organization 
looks like. They then show, using a flowchart, how the management accounting system 
can both influence and be influenced by contingencies. As a consequence, three 
different types of firm were identified. The first is the 'adaptive'. It functions in a 
dynamic environment, which requires decision making to be dynamic, and operates in a 
decentralized fashion. The second is the 'running blind'. This type of firm also 
functions in a dynamic environment, but is run on a more intuitive basis. Its decision 
making is entrepreneurial in character, and its organizational structure is centralized. 
The third is described as 'stagnant'. Its environment is stable and its decision making is 
conservative, involving little analysis. Its organizational structure is strongly 
centralized. 
Bruns and Waterhouse (1975) discovered budgeting practice to be governed by 
organizational autonomy, management centralization and business uncertainty. These 
were thought to depend on how the principal activities were structured within the firm. 
In the work of Hayes (1977), as mentioned in Reid and Smith (2000), the way in which 
management accounting practices varied across organizational sub-units was discussed. 
He concluded that three contingent variables were the main determinants of the 
management accounting system. These were: sub-unit interdependence (e. g. R&D 
intensity); dynamism of environment (e. g. marketing intensity); and work method 
specification (e. g. production intensity). This study represents a shift in the uses of the 
contingency theory; which earlier, had the broader aim of explaining the organization 
itself, to a contingency theory of management accounting with the limited aim of 
explaining how particular circumstances shape the form of the management accounting 
system 
Otley (1980) argued that in the late 1960s and early 1970s accounting academics 
realized that the organizational context of an accounting system was of fundamental 
importance to its effectiveness. He stated that, previously, accounting systems had been 
designed on the implicit assumption that the classical theory of organizations was an 
adequate representation of the circumstances in which they were used. Although 
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behavioral research had been progressing prior to 1960s, it had focused upon the impact 
of accounting information on individuals rather than the organization as a whole. He 
points out that the field of accounting was tentatively developing contingency ideas and 
realizing the importance of organization structure. 
Prominent contingent variables, as stated by Fisher (1995a) and Ittner and Larcker 
(2001), are the external environment (e. g., simple vs. complex; static vs. dynamic); 
technology (e. g., job shop to mass production; production interdependencies; 
automation); competitive strategy and mission (e. g., low cost vs. innovation); business 
unit and industry characteristics (e. g., size, diversification, firm structure, regulation); 
and knowledge and observability factors (e. g., knowledge of the transformation process; 
outcome observability; behavior observability). 
Reid and Smith (2000) suggested that the contemporary contingency theory of 
management accounting has the limited aim of explaining how particular circumstances 
(that is, contingencies) shape the form of the management accounting system. A thought 
that differs from the earliest versions of contingency theory, discussed above, which had 
a broader aims of explaining the form of the organization itself. They tested in their 
study four hypotheses which arise from the contingency theory of management 
accounting. These tests were applied on a sample of new Scottish micro firms. The 
outcomes of the four tests of hypotheses are each, in their own ways, supportive of the 
aspects of the theory. The main limitation suggested is that the scope of the contingency 
theory of management accounting may be somewhat reduced when one moves from a 
large firm to a small firms context. 
3.3 Contingency-Based Management 
Accounting Studies in Developing 
Countries 
Numerous prior studies in management accounting and control systems are contingency 
theory based. Few of such studies, however, have been conducted in developing 
countries. The following is a review of research studies conducted in the context of 
developing countries. 
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Collins et al. (1997) investigated the relationship between business strategy and 
budgetary usage, given the perceived crisis in Latin America. Latin America is 
characterized by a high level of environmental turbulence. The question of the research 
was very specific to the crisis situation where the authors tried to investigate the effect 
of the crisis on strategy and on the budgetary process. 
Other research was conducted in Bangladesh by Alam (1997) who described the overall 
socio-economic situation in Bangladesh as characterized by uncertainty, resource 
scarcity, political instability and some tendency towards disorder. The research was 
conducted in two commercially oriented state-owned enterprises. The findings of the 
research suggested that in conditions of high uncertainty, budgeting is more oriented 
towards the management of external relationships with significant institutional actors 
than with the management of the organization itself. 
A study conducted by Anderson and Lanen (1999) on India studied how the 
liberalization of the Indian economy in 1991 affected the range of management 
accounting practices in 14 firms using a contingency theory framework. The study 
extends the empirical literature on the contingent relationship between external 
competition and management accounting practices. Differences in management 
accounting practices in 1996 are examined in relation to firms' experience in and 
exposure to world markets prior to liberalization. They found evidence of changes in 
management accounting practices associated with shifts in the external environment. 
Luther and Longden (2001), in their research focusing on management accounting 
techniques in South Africa and changes in those techniques, based on responses to 
questionnaires administered in both South Africa and the UK, suggested that the well- 
established contingency theory is concerned with the relationships between exogenous 
and firm-specific factors, which in turn influence competitive strategy, the intervening 
variable of organizational structure and, ultimately, performance. The management 
accounting of an organization is seen to be both one element of organizational structure 
and a consequence of the chosen structure. Their findings suggest that benefits derived 
from management accounting techniques in South Africa have increased over the period 
1996-2002 and, secondly, the forces of change and the benefits derived from 
management accounting systems differ between the two countries. Their findings lend 
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support to Hopper (2000) that management accounting cannot be understood without 
reference to political, cultural and economic factors important in countries with less 
homogenous cultures, weaker capital markets and less-effective bureaucracies and 
regulation. 
Consequently, they developed a model principally concerned with the relationship 
between, on the one hand, exogenous factors such as competition, environmental 
uncertainty and national culture and changes in these factors and, on the other, 
management accounting practices, in the particular context of South Africa, as an 
example of a developing society undergoing rapid change. Endogenous, firm-specific 
factors were less central to their study, though still present. The research endorses some 
prior findings relating to contingent influencing factors such as the intensity of 
competition and volatility of environment, and introduces possible new factors, such as 
changing stakeholder pressures and shortages of qualified accountants. It also 
introduces new debate about which specific management accounting techniques are 
particularly influenced by the changed external environmental variables identified in the 
study. 
Another study focusing on developments in management accounting in developing 
countries was that of Haldma and Laats (2002) which examined the management 
accounting practices of Estonian manufacturing companies and explored the main 
impacts on them within a contingency theory framework. Estonia, as an example of 
former socialist countries, regained independence in 1991. The research on the one hand 
confirmed earlier findings related to the contingent factors that influence management 
accounting and on the other, identified possible new factors, such as, for example, the 
legal accounting environment and shortage of properly qualified accountants. The 
finding of the study shed the light on the development of management accounting in a 
developing society presently undergoing rapid changes. This study is principally 
concerned with Endogenous, firm-specific factors, to management accounting practices, 
unlike the study performed by Luther and Longden (2001), which was principally 
concerned with exogenous factors to management accounting practices. The framework 
presented by Haldma and Laats (2002) is discussed in the next section of this chapter. 
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Another research was that conducted in South Africa by Waweru et al. (2004) based on 
case study findings. Their research used a contingency theory framework within four 
retail companies to understand the process of management accounting change and to 
explore rationale for change within those companies. The findings indicated 
considerable change in management accounting and control systems (MACS) within 
four case studies. Their research suggested that recent environmental changes in the 
South African economy arising from reform policy and global competition largely 
facilitated the management accounting change processes within the four participating 
organizations. 
Finally, a study was conducted by Kattan, Pike and Tayles (2007), in Palestine. The 
objectives of this research is to understand the changes in management accounting and 
control systems (MACS) employed over a period of time and identify changes in these 
systems as a result of political changes in the surrounding environment. This research is 
conducted through the use of a case study involving Stone Co. Management accounting 
practices in Stones co. proved to have changed over the last ten years period. The 
research findings suggested that changes were not much influenced by external 
environmental uncertainty, on the contrary, provided more support to the effect of 
internal factors such as; growth in sales and profits, the level of education of both the 
manager and employees of the accounting department, the ISO certification acquisition, 
the expansion of operations and the availability of computers; on the changes. This 
research extends the contingency theory framework to management accounting 
practices in less-developed economies, Arab countries in particular, with a more 
emphasis on in-firm factors rather than the exogenous factors. 
3.4 Contingency Theory Strengths 
Some of the main contingency theory's advantages could be summarized in the 
following points: 
1. Contingency theory covers tip some of the ambiguities and contradictory 
findings and results that exist in the universalistic approach (Otley, 1980) 
2. Contingency theory has provided considerable inspiration to managerial 
accounting researchers through an elaboration of the basic theme that tight 
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control systems should be used in centralized organizations faced with simple 
technology and stable task environments. Whereas, loose control systems should 
be used in decentralized organizations, presumably faced with dynamic, 
complex task environments (Covaleski and Dirsmith, 1996). In other words, as 
Rayburn and Rayburn (199 1) stated that contingency theory identifies optimal 
forms of control under different operating conditions and attempts to explain 
how organizational control procedures operate. In general, contingency structure 
may provide a more holistic approach to the design of management accounting 
systems. 
3. Organizations can be regarded as open systems, not closed systems, which mean 
that they import energy, information and other survival requirements from its 
environment. In turn, they export some products or services into the 
environment. Thus, the conditions of environmental uncertainty that influence 
the measurability of an activity are of high importance to be measured and 
examined, which contingency theory's framework suggests and takes into 
account (Rayburn and Rayburn, 1991). 
4. A contingency theory of management accounting has a great deal of appeal. It is 
in accord with practical wisdom and appears to afford a potential explanation for 
the bewildering variety of variables concerning management control systems in 
practice. In addition, the relevance of contingency theory to management 
accounting is being increasingly recognized and different formulations have 
been prominent in organization theory. Contingency theory's interpretations and 
the development of a contingency framework depend on well-defined variables 
addressed in the study, in order to explain how management control system is 
affected by various contingencies and how it is integrated into its wider context 
of organizational control mechanisms (Otley, 1980). 
5. Contingency approach emphasizes that contingencies must fit in a specific 
manner to achieve the optimal performance for the organization. Therefore, it 
has the capacity for reorganizing, accepting and adjusting to new contingencies, 
whatever the type of company and its operating circumstances (Child, 1975). 
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3.5 Contingency theory criticisms 
Longenecker and Pringle (1978) criticized General Contingency Theory by stating, 'the 
theoretical structure is not simply a listing and crude classification of variables, but a 
statement of the form of the relationship among these variable. Therefore, simply stating 
that situational, management, and performance criteria variables interact to produce 
system performance does not indicate anything meaningful about the nature of the 
relationship among these variables' (p. 681). They also stated that the term 
6contingency' implies that the structures and practices of an organizational system 
depend on the way in which the environment becomes relevant to the system, while the 
reverse situation -the system is working on the environment- is usually not considered 
because the wording division between independent and dependent variables would be 
jeopardized. This unilateral influence process is the weak link in contingency theory. In 
the same vein, Otley (1980) argued that the variables used as contingent variables to 
explain their effect on the use and design of managerial accounting systems are ill- 
defined and measured, and were not comparable across earlier accounting studies, thus 
yielding conflicted results. 
Child (1996) (in Donaldson, 1996) stated that contingency theory assembles its theories 
by finding strong statistical links between variables, and in particular variables from 
chosen organizations' contexts and variables from different forms of management 
existing in those organizations. He argued that statistical correlations of themselves do 
not simply lead to theory, because theory can only satisfactorily be produced, if there is 
an understanding of the processes that underlie. For example, the construction of both 
the contexts in which an organization works and of the management form it adopts. He 
strongly argues that human agency plays a significant part in both helping to shape and 
alter an organization's context and contingent variables, and in shaping the chosen 
management form of the organization. Donaldson (1996) stated that contingency theory 
has also been attacked by the organizational systematic approach, which argues that 
each niche industry / organization will have its own correlations and that generalization 
of the link between context and management form cannot be made across these niches. 
Whilst having these mentioned criticisms, the argument of contingency theory that there 
is a best fit for each organization depending on the contingent factors would seem to 
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have sufficient validity and applicability to form the basis of giving technique clear 
guidance to reach the suitable performance measurement6 . As 
Donaldson (2000) stated 
that organizations posses many internal characteristics, such as their structures, their 
human resource management systems and their performance measurement systems. He 
points out that the contingency theory of organizations holds that the organizational 
characteristics need to fit the level of the contingency variables of the organization for 
that organization to have high performance because misfit leads to lower organizational 
performance than fit. He added that each time an organization changes its strategy, 
technology, or other contingent variables; it may need to make adaptive changes to 
some organizational characteristic such as its performance measurement system. 
Therefore, the organization will need to make these adaptive changes recurrently in 
order to regain fit each time it changes the level of one of its contingency variables. 
Only by making such adaptive changes and moving into fit can the organization 
perform at a high level and continue growing because, conceptually, organizational 
performance is determined by how far the organization attains its goals, which is usually 
monitored by the performance measures. 
3.6 The Contingency Approach Frameworks 
The contingency approach to management accounting is based on the premise that there 
is no universally appropriate accounting system applying equally to all organizations in 
all circumstances. Rather it is suggested that the particular features of an appropriate 
accounting system will depend upon the specific circumstances in which an 
organization finds itself. How effective the design of an accounting system depends on 
its ability to adapt to changes in external circumstances and internal factors (Haldma 
and Laats, 2002; Ittrier and Larcker, 2001). 
Many authors have suggested frameworks in their studies that capture many of the 
linkages highlighted in both management control and contingency theories, which 
would enhance understanding of the relationship between contingent variables and the 
management control system. Figures (3.1); (3.2) and (3.3), illustrate representative 
6 See for example, Luthans and Stewart (1978) who discussed the reality or illusion of the General Contingency Theory of management, in response to Longenecker and Pringle's critique (1978). 
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economic and contingency frameworks developed by Otley (1980) and Brickley et al. 
(1995) and Haldama and Laats (2002) respectively. The framework of Otley (1980) 
explains how contingent variables impact on the management control technique either 
through those that are related to organizational objectives, or those beyond 
organization's control (see Fig. 3.1). Brickley et al. (1995) framework suggest that 
firm's organizational architecture, including the assignment of decision rights to 
employees, is directly influenced by the firm's financial goals and business strategy, 
which in turn is influenced by several contingent variables within the business 
environment (see Fig. 3.2). On the other hand, Haldma and laats (2002) divide the 
contingencies into two general groups: external and internal factors. External factors 
indicate the features of external environment at the level of business and accounting. 
Environmental factors impact both on the internal characteristics of an organization and 
its management accounting practice. Internal contingencies are determined as 
organizational aspects, technology and strategy. The effectiveness of performance 
measurement and evaluation depends on the internal factors and the management 
accounting practice. Additionally, feedback from the effectiveness of performance 
measurement and evaluation of the management accounting practice can be considered 
(see fig. 3.3) 
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Figure 3.1: A Contingency Theory Framework 
CONTINGENT VARIABLES 
Variables that cannot be Organisational 
influenced by the organisation objectives 
ORGANISATIONAL CONTROL PACKAGE 
AIS 
4-10. 
Other AIS Organisational 
*--* 
Other Control 
Design Design Design Arrangements 
Intervening Variables 
IF 
Organisational Effectiveness 
(Measured in relation to objectives) 
Source: Otley (1980) 
Other Factors 
4- 
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Figure 3.2: A Model of Organisational Architecture 
Business Environment 
Technology 
Computers 
Telecommunications 
Production methods 
Markets 
Competitors 
Customers 
Supplies 
Regulation 
Taxes 
Antitrust 
International 
Business Strategy 
" Establish primary financial and non-financial goals 
" Determine product and service offerings 
" Select customer and market segments 
" Identify sources of competitive advantages 
OrIjanisational Architecture 
" Decision-making process 
" Performance evaluation system 
" Reward system 
Incentives and Actions 
Firm Value 
Source: Brickley et al. (1995) 
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Figure 3.3: Theoretical framework of the contingency approach 
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environment 
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- Technology 
- Strategy 
Source: Haldma and Laats (2002) 
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- Budgeting 
- Control, etc. 
Effectiveness of 
performance 
measurement and 
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As an adaptation of these models, the researcher is developing a framework for this 
study, to apply on the Egyptian pharmaceutical industry. This research theoretical 
framework cannot be considered exhaustive, since the researcher is unable to identify 
and include all the factors suggested by the previously illustrated models, instead, the 
researcher focuses on the in-firm contingent factors only to the adoption of recent 
management accounting practices, external factors are beyond the purpose of this study. 
This choice was directed mainly by preceding studies in the developing countries, such 
as Haldma and Laats (2002) in Estonia; they found some evidence that changes in cost 
and management accounting practices are associated with shifts in the business and 
accounting environment as external contingencies, and with those of technology and 
organizational aspects as internal contingencies. Walley et al (1994) studied the primary 
reasons for the adoption or non-adoption of new accounting methods. Although they 
were convinced that external environment was an important influence in such an issue, 
they also revealed in their study that it is interesting to note that most changes have 
resulted from some forms of external pressure, but most of reasons for non-adoption 
appear to come from internal or organizational sources. And mainly the study conducted 
by Kattan, Pike and Tayles (2007), in Palestine, being a developing, Arab Country in 
the Middle East area, therefore the closest to the Egyptian environment, the context of 
the study. This research concluded that internal factors such as; growth in sales and 
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profits, the level of education of both the manager and employees of the accounting 
department, the ISO certification acquisition, the expansion of operations and the 
availability of computers are more likely to affect the changes in management 
accounting and control systems than the external environmental uncertainty factor. 
Therefore, in this study, the researcher will develop a contingency theory based 
framework 7 as an adaptation from the other previously presented models, focusing only 
on the in-firm factors expected to affect changes in management accounting practices 
which in turn are expected to affect the overall firm performance. Not that the external 
environment effect is not important or does not exist, but to focus only on the internal 
contingent effect as suggested by Kattan et al. (2007), and also due to the relatively 
equal effect it has on the firms under study, as the study is applied on one sector; the 
Egyptian pharmaceutical industry, as a result, firms under study are functioning in the 
same political environment, under same regulations, culture and socio-economic factors, 
and facing same competitive forces. Consequently, differences between firrns would be 
more likely attributable to in-firm factors. 
3.7 Conclusion 
Through a thorough review of contingency theory literature, it was revealed that the 
field of accounting was tentatively developing contingency ideas. Different 
management accounting studies conducted in developing countries used the 
contingency approach as their theoretical framework (Collins et al., 1997; Alam, 1997; 
Anderson and Lanen, 1999; Luther and Longden, 2001; Haldma and Laats, 2002; 
Waweru et al., 2004; and Kattan, Pike and Tayles, 2007). This thorough review was of 
great help to the researcher as it enabled him to adapt a contingency theory based 
framework that will be presented in chapter six, inspired from preceding researches in 
developing countries but adjusted to suit the Egyptian pharmaceutical industry, and the 
main purpose of this study8. The framework is testing the contingent effect of some in- 
firm factors on the adoption of recent management accounting practices, and the effect 
of such adoption on the overall firm performance. Next chapter is concerned with firms' 
7 The research framework and factors to be tested are shown in details in chapter 6. a As enlightened in chapter one. 
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performance evaluation measures, in order to decide on the most appropriate measures 
to be considered in the research framework. 
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Chapter Four 
Performance Measurements 
4.1 Introduction 
The choice of measures to guide and evaluate the performance of business units is one 
of the most critical challenges facing organizations (Ittner and Larcker, 1998a). 
Performance evaluation is an important function of management accounting practices 
(Emmanuel et al., 1990). since management accounting has had a primary function in 
developing performance measures to assist managers in planning and controlling their 
organizations. Traditionally, these measures have been internal, aggregate metrics of 
financial performance. Managers from other functions such as operations, marketing 
and human resource management have sought to develop measures of greater relevance 
to their areas of management (Chenhall and Langfield-Smith, 2007). The purpose of this 
chapter is to provide a brief review of the development of performance measures from 
the sixteenth century till now, then, shed the light on different criticisms directed to 
financial measures and the need to integrate financial with non-financial measures of 
performance. Finally, an exploration of different performance evaluation measures 
adopted by European firms, their counterparts in the United States and Australia, as well 
as the measures prevailing in different developing countries will take place. After 
discussing the importance of mixing financial and non-financial measures to evaluate 
performance, and after presenting the actual uses of different performance measures in 
different nations, the researcher is then able to identify the measures that will be used to 
evaluate the performance of pharmaceutical firms under study as part of the research 
problem. 
4.2 The Evolution of Performance 
Measurement Systems 
Based on the researcher awareness of the relevance of historical understanding to 
relevant issues, this section will be devoted to provide a brief review of the development 
of performance from the sixteenth century until now. Parker and Yamey (1994) and Zan 
(2004) stated that the development of accounting practices in the 16th and the 17th 
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centuries was limited to the spread of double entry book-keeping; then the closing of the 
book for the mercantile business and afterward some other kind of businesses. 
According to Zan's (2004), by the end of the sixteenth century till the mid of the 
seventeenth century, there were very simple accounting innovations in managerial 
measures of control. These measures had begun to appear in relation to materials and 
components such as the measurement of work-in-progress that was not developed only 
for ships as a whole but for key components as well. By the end of the eighteenth 
century, accounting in Britain was influenced by the Scottish. Mepham (1988a; 1988b) 
stated that the Italian method of bookkeeping had moved across Europe to Holland, and 
then to Scotland, were most of practitioners and academics received it with enthusiasm. 
Hunter (1972) argued that the Scottish education system was quite advanced, compared 
to the contemporary systems in England and North America. 
However, Pollard (1965), Hudson (1977), Fleischman and Tyson (1993) point out that 
business entrepreneurs in the eighteenth century were attentive to only one aspect of 
performance measures, which was profits because profit margins were so substantial. 
Mepharn (1988a; 1988b) argued that the European merchants in the eighteenth century 
who were interested mainly in profits whether to measure their divisions or voyages 
performance developed a financial measure such as 'Rate of Return'. Then, the use of 
this performance measure was prevailing in the European agricultural enterprises and 
mining as an effective performance measure. 
According to Parker and Yamey (1994) and Zan (2004) the real revolution in the 
costing and other management accounting practices were seen emerging in the 19th 
century. Pollard (1965) stated that the end of the eighteenth century, many London 
merchant organizations were large, integrated, multi-unit, and dispersed internationally. 
He argued that with these new organizations, sub-units were managed explicitly, and 
accounting shifted from audit or stewardship to management control. These emerging 
management accounting practices evolved because of practical needs and the innovating 
attitudes of the organizations concerned. 
In the same vein, Chandler (1966; 1977) explained that, in the mid nineteenth century, 
American managers of transportation and communication organizations first developed 
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the performance measurement activities such as coordinating and monitoring the 
performance. Managers invented new managerial control tools that ensure the 
appropriate running of trains and communication lines as well as the flow of funds from 
the employees in different sites. He also stated that the need for these tools was urgent 
to control the very large regions these railway lines were covering in the United States. 
Moreover, Chandler (1977) stated that the traditional accounting histories suggest that 
the era of Frederick W. Taylor in late nineteenth century saw the emergence of modem 
management practices. Johnson and Kaplan (1987) stated that managers, like Taylor, 
developed new scientific methods depending on time and motion studies, as he 
developed systematic production and inventory controls to help him in determining 
overhead costs in order to relate such costs to fluctuations in volume. Taylor, alongside 
with other scholars, developed a number of effective concepts that relate to cost 
accounting and affect performance measurement systems; for example, operating ratio, 
unit costs, standard costs, and burden. By no doubt, these concepts helped in evaluating 
functional managers' performance and guided the organization's overall performance. 
On the contrary, Spraakman and Margret (2005) argued that management accounting 
practices were transferred from London counting houses to the British North American 
fur trade during the late eighteenth and early nineteenth centuries. They stated that this 
transfer involved a set of practices that was more effective for implementing the 
strategy being pursued at the time than the set used with the previous strategy. 
Johnson and Kaplan (1987) argued that recent management accounting practices 
developed as a rational business response to opportunities involving new technologies 
and markets. Moreover, they emphasize efficiency improvement as a means of 
explaining accounting change. Fleischman and Parker (1990) similarly conclude that the 
profit-motivated behavior of entrepreneurs was a significant driving force in 
management accounting practices developments. 
However, Hofstede (1968) claimed that the first industrial use of budgetary control was 
in the USA during the 1920s and the Du Pont example clearly predated this. Moreover, 
Chandler (1962) argued that the early twentieth century witnessed the emergence of 
complex structures of firms. Companies like Du Pont, Sears Roebuck and General 
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Motors diversified in the 1920s and they discovered that sophisticated management 
accounting systems were pivotal for the co-ordination of multi-divisional organizations. 
In the same vein, Johnson (1983) point out that general Motors' performance evaluation 
system was guided, mainly, by financial measures. Therefore, all the divisional 
managers were under pressure to meet their financial targets, which in turn improved 
the operational performance. As mentioned earlier, the role of businessmen and 
entrepreneurs in developing recent accounting concepts cannot be denied. Kaplan 
(1984) argued that General Motors accounting departments have developed many of the 
management accounting techniques that are still used in the current modem enterprises. 
Examples of these management accounting techniques developed by General Motors to 
enhance its financial position are budgeting, flexible budgeting and target Return on 
investment (ROI) amongst others. In addition, he also indicated that the incentive 
system applied in General Motors was very effective, in terms of rewarding different 
administrative levels that contributed to the outstanding performance of the company. 
This incentive system was designed to monitor some specific financial performance 
targets that, if met, would help in determining and then rewarding the performance of 
each individual in the company. 
Kaplan (1984) also stated that after the Second World War, management accounting 
control began to flourish again, especially some financial concepts such as the Residual 
Income (RI). He said that whilst residual income roots can be traced to the early years 
of the 20th century, it appeared recently to flourish as an analytical technique and as a 
solution to the ROI drawbacks. 
Wilcox and Bourne (2003) stated that, although, the use of budgetary planning and 
control spread widely, it came under criticism from the late 1970s onwards. According 
to Otley (2003) during the 1960s and 1970s the route to organizational control was seen 
to be in vertical integration and divisionalization, in the 1990s this reversed into 
outsourcing, business process re-engineering and value chain management. Thus, the 
control problem, which was initially seen as a primarily internal matter, has been 
transformed into having to deal with the connections between enterprises linked in a 
business process or value chain. 
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As a result, form the mid 1980s onwards there were several criticisms made of the 
traditional financial performance measurement techniques such as lacking strategic 
focus, encouraging short-termism, driving inappropriate behavior such as budgetary 
slack, encouraging local rather than organizational optimization and not being 
externally focused (see for example: Hopwood, 1974a; Kaplan, 1983; 1984; Millar and 
Vollmann, 1985; Johnson and Kaplan, 1987; Hiromoto, 1988; Kaplan and Norton, 
1992; MacArthur, 1996). Furthermore, high environmental uncertainty, increasing 
competition, technological developments, improvement initiatives, changing 
organizational roles and changing external demands provided other motivations for 
organizations to change their traditional financial performance measurement techniques 
(Nanni et al., 1990; 1992; Otley, 1994; Vaivio, 1999). 
Otley (1994) stated that it would be a mistake to concentrate on performance 
measurement mechanisms that depend on financial control such as budgeting. But an 
integration of both financial and non-financial mechanisms, which is aligned with 
organizational strategy, is required such as the balanced scorecard, introduced by 
Kaplan and Norton (1992). In addition, an increasing trend among companies became to 
disclose some non-financial performance measures in their financial reports and 
disclosures. Fornell et al., (1996) investigated the possible consequences of releasing 
customer satisfaction indicators on a company's stock market price. They concluded that 
disclosing non-financial performance measures provided effective information that was 
not available under the traditional financial performance measurement techniques. 
In the same vein, Ittner and Larcker (1998a) studied the relevance of a published 
customer satisfaction measure that represents an aggregation of customers' responses to 
15 questions related to overall customer satisfaction, confirmation of expectations, and 
comparison to ideal. They find this measure to be positively related to market value, and 
that this relation varies by industry. 
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4.3 Criticism of Financial Measures and the 
Need for Non-Financial Measures 
Many organizations used to traditionally rely only on financial measures for indicators 
of the firms' success and performance. However, the literature presented many 
discussions relating to the importance of incorporating non-financial measures along 
with the financial ones to establish a balance that provides the performance indicators 
needed for evaluation in different situations. 
In their influential book, Relevance Lost, Johnson and Kaplan (1987) outlined the 
limitations of short-term financial measures and argued the case for relying more on 
non-financial measures. They claimed that the role of short-term financial measures had 
been undermined by rapid changes in technology, shortened product life cycles and 
innovations in production operations (Johnson and Kaplan, 1987,254-255). They 
proposed that a selection of non-financial indicators should be employed, based on the 
organization's strategy, and include measures of manufacturing, marketing and research 
and development. For example, they proposed that companies that focused on 
improving product design and process flexibility should measure the total number of 
parts per products and the percentage of common versus unique parts, while those that 
focus their strategy on quality should measure scrap, rework, defect rates, customer 
complaints and warranty calls (Johnson and Kaplan, 1987,256-257). 
Kaplan (1982) and Waller (1988) stated that once managers learn that information being 
provided for planning, decision-making, and coordination, will also be used to evaluate 
their performance, an incentive is created for them to distort or bias the information in 
ways that will make their performance measure more favorable. This is because when 
managers are aware that the private information they communicate is used in standard 
setting and subsequent performance evaluation, potentially they have an incentive to 
bias their communication to allow a relatively easy standard to be set. 
Another criticism of budgets, as a financial measure of performance is today's dynamic 
business environment, which, caused the central role of budgeting as a financial control 
technique to decline (Binersely, 1996). It has been argued by Eccles and Pybum (1992) 
and Goulian and Mersereau (2000) that most financial measures have an internal rather 
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than an external focus. This view was also supported by Chenhall and Langfield-Smith 
(2007) who stated that although budgetary systems have provided a basis to examine 
how effective organizations are in meeting standard costs and overall financial targets, 
these measures have tended to be highly aggregated, focused on the internal operations 
of the business and backward looking. In the same vein, Bunce et al. (1995) pointed out 
that traditional management tools were devised for relatively stable environments 
dominated by producers. He added that the traditional budgeting process would thus 
correspond to an old-fashioned conception of management that is function-oriented. 
Amaratunga et al. (2001) argued that companies that work in this dynamic environment 
are searching for ways to incorporate non financial-measures, such as quality 
management, customer retention, research and development, and innovation, into their 
regular performance measurement system in order to better adapt with the current 
turbulent environment. 
But despite all the criticisms having been made, financial measures are still essential to 
assess performance in any company. Simons et al. (2000) point out that financial 
measures help the organization to transmit its strategies among employees because 
strategies need to be translated into accounting numbers to evaluate their ability to 
create value. Prendergast (2000) stated that some techniques such as the balanced 
scorecard have a financial section. This stressed the importance of incorporating 
financial with non-financial measures. This view was supported by Govindarajan (2000) 
who stated that, traditionally, performance measurement has focused on financial 
measures, such as sales turnover, profit, debt and return on investment. However, 
relying solely on these financial measures is inadequate because these measures 
encourage short-term actions that may not be in the company's long-term interests. 
Also, Otley (2001) and Said et al. (2003) pointed out that companies have to shift from 
treating financial figures as the foundation for performance measurement to treating 
them as one element in a broader set of measures. Financial measures alone are not 
enough as suggested by Kaplan and Norton (1996), since the information age 
environment for both manufacturing and service organizations requires new capabilities 
for competitive success. Examples of improvement initiatives adopted are: 
* Total quality management 
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" Just-in-time (JIT) production and distribution systems 
" Time-based competition 
" Lean production/lean enterprise 
" Building customer-focused organizations 
" Activity-based cost management 
" Employee empowerment 
" Reengineering 
These breakthroughs in performance require major change and part of this change 
should be in the performance measurement and management systems. They require 
integrated measures derived from strategy (financial, customer, internal -business 
process and learning and growth perspectives). (Kaplan and Norton, 1996) 
Examples of the contemporary performance measurement techniques that suggest a 
balanced use of financial and non-financial performance measures are: the dashboard, 
also sometimes called instrument panel or, in French terms, Tableau de Bord (Roberts, 
1995; Lebas, 1996; Epstein and Manzoni, 1997); the Performance Pyramid (Lynch and 
Cross, 1991); the Balanced Scorecard (Kaplan and Norton, 1992); the performance 
prism (Neely et al., 2002); and the value chain scoreboard (Lev, 2001). Undoubtedly, 
the Balance Scorecard, which focuses on different dimensions of performance, is one of 
the most popular techniques. Kaplan and Norton (1996a) argued that the Balanced 
Scorecard attempts to give a holistic view of the organization by simultaneously looking 
at the four important perspectives of the Balanced Scorecard: Financial perspective, 
customer perspective, Internal business processes perspective, and Learning and growth 
perspective. They claimed that the balanced scorecard is a comprehensive performance 
summary that complements financial measures with operational measures, which are the 
drivers of future financial performance. 
Atkinson et al. (1997) argue that the balanced scorecard may be regarded as one of the 
most significant developments in management accounting that represents a threat to the 
old style of budgeting and controlling. The idea is that in the balanced scorecard 
companies should plan and monitor not just bottom-line profit or earnings per share 
figures, but the overall progress of the company in a balanced way. 
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Benefits that should be realized by any company that successfully implement the 
balanced scorecard are having a better management understanding of the linkages 
between specific organizational decisions and actions, and the chosen strategic goals; 
redefining the relationships with customers; reengineering of fundamental business 
processes; and the emergence of a new corporate culture emphasizing team effort 
among organizational functions to implement the firm's strategy (Salterio and Webb, 
2003). 
The importance of non-financial measures has been highlighted in previous studies, for 
example, Barsky and Bremser (1999) gave an example of Microsoft Corporation as a 
knowledge-based company. This company applies customer and innovation measures 
beside financial ones. The market value of Microsoft Corporation exceeded $200 
billion. Although, the firm shows very few 'productive' assets on its balance sheet and 
its largest asset as of September, 30,1998 was $13 billion of cash, the long-run value of 
Microsoft is based on its intellectual capital resources and its continued innovation 
ability, which could not be reflected by the financial measures. Thus, it can be said that 
there is a growing importance of non-financial measures as the global economy 
continue to shift away from physical capital towards a knowledge-based economy, and 
manufacturing shifts away from traditional mass production towards modem 
production. 
In addition, a study conducted by Abdel-Maksoud and Dugdale (2005) revealed that 
non-financial measures are now extensively employed in UK manufacturing companies 
with most of the measures listed used by more than 80% of the responding companies. 
Where measures are used, they are generally considered to be important. Moreover, the 
first three measures relate directly to customers, while the next four relate to process 
efficiency and cost control; there are measures of efficiency, defect and scrap levels and 
absenteeism in most firrns and these measures are important. It is therefore, concluded 
that firms are to balance the use of financial and non-financial measures. 
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4.4 Non-Financial performance Measures 
Criticisms 
Many authors have criticized non-financial measures for different reasons, for example, 
Kaplan (1983) and Massella (1994) argue that non-financial measures lack 
completeness. They stated that these measures are related to specific competitive 
dimensions such as customer satisfaction, which is difficult to aggregate into a single 
overall measure. A dilemma is being raised between focusing on a small number of 
non-financial measures, which might cause loosing the global view of the firm, and 
focusing on a large set of indicators, which become more difficult to be handled and be 
understood by employees. 
Medori et al., (1995), Rangone (1996), Shaw and Ridgeway (1997) stated that the non- 
financial measures are too many and varied, which raises a problem of selecting the 
proper set of measures that suits the company. They stated that the problem of using 
non-financial measures is mainly associated with comparability across companies and 
time. Anecdotal evidence indicates that non-financial performance measures voluntarily 
disclosed by corporations vary across companies and over time (Eccles et al., 2001; 
Upton, 2001; Hodder et al., 2001). Such non-comparability reduces the likely value of 
non-financial performance measures and may lead investors to focus primarily on 
financial measures for assessing performance. 
The preceding discussion reveals the importance of including both financial and non- 
financial measures in firms' performance measurement systems. Financial measures are 
still essential to assess performance and to translate strategies into accounting figures to 
employees to evaluate their ability to create value (Simons et al., 2000), but these 
measures encourage short-term actions that may not be in the company's long-term 
interests (Govindarajan, 2000), therefore, it can be said that financial measures alone are 
not enough (Kaplan and Norton, 1996), they need to be treated as one element in the 
performance measurement not the foundation for evaluation (Otley, 2001; Said et al., 
2003). On the other hand, non-financial measures cannot be used solely; it has been 
criticized for lacking completeness (Kaplan, 1983; and Massella, 1994), and their use 
58 
being associated with non-comparability problem (Medori et al., 1995; Rangone, 1996; 
Shaw and Ridgeway, 1997; Eccles et al., 2001; Upton, 2001; Hodder et al., 2001). 
Accordingly, since in this study, the effect of adopting recent management accounting 
practices on the overall firms' performance is investigated, the researcher decided to use 
both financial and non-financial measures to test this relationship. To decide on such 
measures, a review of the common measures used in the literature is presented in the 
coming section. 
4.5 Performance Evaluation Practices 
Accounting and management models should be studied in the context and environment 
in which they are supposed to operate (Hopwood, 1983). If accounting is shaped by the 
environment, then one would expect differences emerging in the adoption of the various 
management accounting tools by companies in different countries. For example, 
financial measures are of primary importance in many European countries (Chenhall 
and Smith, 1998a). A study conducted in the UK on the use of performance measures 
by board members and executives in 77 manufacturing firms revealed that financial 
measures, such as financial return and working capital, dominate (Drury et al., 1993). 
Another study in the UK reported that high benefits are received form budgeting, but at 
the same time non-financial measures ranked fourth out of 30 in importance, which 
suggests that these measures are not seen as inconsistent with the high rankings given to 
budgetary measures (Dugdale, 1994). Also, cost based performance criteria are 
considered very important in Belgium as well as financial performance measures which 
continue to dominate, but at the same time non financial-measures received increased 
attention (Bruggreman et al., 1996) and Denmark (Israelsen et al., 1996); budgetary 
measures based on standard costing are used widely in Germany (Scherer, 1996); and 
financial accounting based measures, such as ROI and profit, dominate performance 
evaluation in the Netherlands (Groot, 1996). 
A study was conducted in Sweden by Ax and Bjornenak (2005) to look at the 
communication, diffusion and transformation of the balanced scorecard in Sweden from 
a supply side perspective. According to Kald and Nilsson (2000), as mentioned in this 
study, 27% of the companies included in the survey had already implemented the 
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balanced scorecard, and if the companies expecting to have the balanced scorecard 
within 2 years are included, the share rises to 61%. Considering that the balanced 
scorecard was only introduced in 1992, this must be seen as an extremely rapid and 
effective spread of a management accounting innovation. Ax and Bjornenak (2005) 
focuses on the way the balanced scorecard concept has been communicated in Sweden. 
The empirical findings of the study show that the original balanced scorecard presented 
by Kaplan and Norton has been supplemented with other administrative innovations and 
adapted to the existing business culture to form a potentially more attractive set of 
elements. 
In the United States of America, a survey by McKinnon and Bums (1992) finds that 
managers rated budgets compared to actual sales, profit and income as important 
performance measures out of the list of 96 financial and non-financial measures. On the 
other hand, product quality and defects, delivery performance, schedule attainment, and 
output per hour are other non-financial measures used by companies (Sinha, 1990) 
In Australia, budget variances are used by 93% of responds for setting goals and 
evaluating performance (Joye and Blayney, 1990). Other studies conducted in Australia 
show that variance analysis, return on investment and operating profit are the most used 
performance evaluation measures but at the same time provided evidence that non- 
financial measures such as measures of throughput, set-ups, working conditions, 
balance scorecard, customer satisfaction, employees' attitudes, team performance and 
qualitative measures are becoming important among Australian firms (Dean et el., 1991; 
Chenhall and Smith, 1996). 
Other studies conducted in developing countries revealed less reliance on non-financial 
measures; for example, in Singapore a study conducted by Ghosh et al. (1996), provided 
evidence that 56% of companies in Singapore use ROI for performance measurement. 
Same results found in South Africa (Luther and Longden, 2001). Also in India, a study 
conducted by Joshi (2001) revealed that 100% of the Indian organizations adopt ROI, 
and 100% adopt budget variance analysis, while less reliance is put on non financial- 
measures. Anderson and Lanen (1999) demonstrate that in India productivity is the 
single most common non-financial measure used by the respondents. 
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Not too many studies were concerned with the best performance measures in 
manufacturing firms in developing countries; therefore, the literature survey had to be 
complemented by a pilot stud to explore the most commonly used performance 
measures in the Egyptian pharmaceutical firms in particular; as they are the context of 
the study. Accordingly, the researcher selected one financial measure; sales growth rate, 
and another that is non-financial; employee productivity, as a measure of efficiency, to 
test the effect of the adoption of recent management accounting practices on the overall 
success of the firm. The mix of financial and non-financial measure is inspired by the 
literature, while the choice of particularly; sales growth and employees' productivity 
resulted form the focus group discussionlo, both associated with the researcher belief 
that these measures are to present general indications and not necessarily establish a 
performance measurement system. 
4.6 Conclusion 
Through a thorough review of performance measures literature, the evolution in 
perfornriance measures has been discussed with a special stress on the growing need to 
rely more on non-financial measures in addition to the traditionally used financial 
measures. This chapter along with the two preceding chapters; covering the evolution in 
management accounting practices and the role of the contingency theory approach in 
management accounting studies, provide the basis for formulating the problem of this 
research and the development of the research framework. Those chapters also assist in 
the preliminary identification of the variables that most suits the Egyptian environment, 
particularly the pharmaceutical industry, and should be included in the framework to 
test the effect they have on the adoption of recent management accounting practices. 
Those variables are: firm size, computerization level, human resources development and 
education, the acquisition of ISO certification and firms' ownership type due to its 
influence on the firms' strategies. In view of that, the suitable methodology to best 
investigate this problem is discussed in chapter 6 and a pilot study is conducted to 
confirm the variables of the study. 
9 See chapter 6 section (6.7). 
10 Find details of the focus group sessions in chapter 6 section (6.7.4). 
61 
The next chapter is devoted to shed the light on Egypt; its cultural background, its 
political economy as well as providing a market summary of the Egyptian 
pharmaceutical sector; the context of the study, in order to help the researcher explain 
11 
the reasons behind the choice of the Egyptian pharmaceutical sector. 
" This explanation is provided in chapter 6. 
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Chapter Five 
Egypt, the Context of the Study 
5.1 Introduction 
This chapter aims to highlight the characteristics of the Egyptian society and 
environment due to the researcher belief in the importance of the role it plays in 
affecting the organizations working in Egypt as well as the whole economy. The 
relationship between political, cultural and economical circumstances is emphasized so 
that it gives the reader an idea about the environment and circumstances under which 
firms in Egypt operate. Also a brief description of the evolution of accounting systems 
in Egypt as well as the pharmaceutical industry in Egypt is provided to familiarize the 
reader with the industry and its characteristics, as pharmaceutical industry presents the 
population for this study, in addition to providing the reasoning for choosing the 
pharmaceutical industry to be the industry of interest in this study. 
The chapter consists of 8 sections of different literature about Egypt as follows: 
" The first section gives some geographical and demographical 
information about Egypt to highlight Egypt's importance; 
" The second section explores Egyptian culture as an important factor to be 
studied; 
9 The third section focuses on the political evolution and how the political 
system developed in Egypt, as well as the Egyptian political economy 
and how the governmental reforms are driving or restraining policies; 
* The fourth section briefly describes the status of the Egyptian economy 
as summarized in the latest release of the Index of economic freedom 
(2007), with the most recent facts about its economic indicators. 
9 The fifth section briefly describes the Industrial Modernization Program 
(IMP) and the role it plays in upgrading enterprises in Egypt in period 
from 1997 till 2002; 
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The sixth section focuses on accounting practices in Egypt and reviews 
the historical changes in accounting in order to know how these practices 
developed in the society; 
The seventh section describes briefly the pharmaceutical industry in 
Egypt to highlight the importance of studying this industry; 
Finally the eighth section provides a summary that briefly explains why 
the pharmaceutical industry in Egypt was chosen as the context of this 
study. 
5.2 Geographical and Demographical 
Information 
Egypt is located at the comer of north-east Africa; it has boundaries with three 
countries. Natural boundaries comprise significant lengths of coastline with the 
Mediterranean Sea, Gulf of Suez, Gulf of Aqaba, and Red Sea. The geographical 
location is significant for trade, as Egypt has this access to both the Mediterranean and 
Red Sea. 
Egypt became a republic in 1952 and its official name is the Arab Republic of Egypt 
(ARE). The capital is Cairo. The currency is the Egyptian pound. its population exceeds 
76 million in 2004. It spreads over an area of 386,000 square miles. The Egyptian 
population is clustered on 4 percent of the total area, which is mainly in the delta and a 
narrow strip along the Nile valley and the northern coast (Hatem, 1994). These regions 
are among the worlds most densely populated; with an average of over 1,540 persons 
per square kilometer. 
The Egyptians are a fairly homogenous people for Hamitic origin originally from 
northern and north-eastem Africa and the Canary Islands, including the Berbers of 
North Africa; the Fulas, Tuaregs and Tibbus of the Sudan. Mediterranean and Arab 
influences appear in the north, and there is some mixing in the south with the Nubians 
of Northern Sudan. Ethnic minorities include a small number of Bedouin Arab in the 
eastern and western deserts and in the Sinai, Berbers to the west, Nubians along the 
upper Nile, as well as Greeks, Armenians and Europeans such as French and Italians. 
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Most Egyptians practice Sunni Islam, while Coptic Christianity is the major non-Islamic 
religion practices. Arabic is the official language, but English and French are also 
widely spoken by the educated classes (Egypt Review, 2003). 
Egypt has the second largest economy in the Middle East after Saudi Arabia. Living 
standards are low relative to East Med 12 peers, with per capita gross domestic product 
(GDP) of US$1261.6 in 2004, less than half the East Med average (Egypt Business 
Forecast Report, 2006). 
The following table summarizes some key economic indicators of the Egyptian 
economy till year 2010. 
Table5.1a: Economic Indicators 
2001 2002 2003 2004 
Real GDP 
growth % 
6.6 3.2 3.2 4.2 
Nominal 
GDP US$ 96.9 88.0 78.8 92.4 
Nominal 
GDPEGP 358.7 378.9 417.5 485.0 
Population 
(millions) 69.1 70.5 71.9 73.2 
GDP per 
capita, US$ 
1402.2 1248.5 1095.1 1261.6 
Table5.1b: Economic Indicators (continued) 
2005f 2006f 2007f 2008f 2009f 2010f 
Real GDP 
growth % 
4.9 5.5 4.6 4.7 4.7 4.7 
Nominal 
GDP US$ 101.5 111.3 120.5 134.9 151.1 166.1 
Nominal 
GDPEGP 558.0 623.3 674.8 741.9 815.7 896.8 
Population 
(millions) 74.5 75.9 77.3 78.6 80.1 81.5 
GDP per 
capita, US$ 
1361.0 
I 
1466.8 
I 
1559.9 
I 
1715.4 
I 
1886.9 
I 
2037.8 
I 
t= LSMI Torecast. Piscal year is July-June (2000=July 1999 - June 2000). 
Sources: Central Bank of Egypt. BMI. 
12 Mediterranean Sea countries 
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5.3 Cultural Background 
Hofstede (1991) defines culture as the collective programming of the mind which 
distinguishes the members of one society from another, in which those members with or 
without having contact have something in common. Adler and Jelinek (1986, p-74) 
prescribed culture as "a set of taken-for-granted assumptions, expectations, or rules for 
being in the world. A paradigm, map, frame of reference, interpretive schema, or shared 
understanding". Erez and Earley (1993) summarized culture as the set of characteristics 
common to a particular group of people. 
Hofstede (1991) argue that developing countries in general, and Arab countries in 
specific, have been shown a level of homogeneity in cultural, legal, and religious terms. 
He distinguishes between nations and societies. He suggests that the concept of 
common culture is more applicable to societies than to nations. On the organization 
level, many researchers state that organization of the business enterprise, as well as its 
members practices, occur within a cultural context (Gibson, 1994; Parnell and Crandall, 
2003). Hofstede (1991) stated that a unique culture exists whenever a group of people 
share distinctive beliefs, norm and customs. Accordingly, Hofstede (1984) employed 
four cultural constructs that can be defined as follows: 
Individualism: a preference for a loosely knit framework in society where individuals 
take care of themselves and their immediate family only. Its opposite, collectivism, is a 
preference for a tightly knit social framework. 
Power distance: the extent to which society's members accept that power in institutions 
and organizations is distributed unequally. People in large-power-distance countries 
accept a hierarchical order in which everyone has a place needing no further 
justification. 
UncertainN avoidance: degree to which society's members feel uncomfortable with 
uncertainty and ambiguity. Strong uncertainty avoidance societies maintain rigid codes 
of belief and behavior and are intolerant of deviant ideas and behaviors. 
Masculini : preference for achievement, heroism, assertiveness and material success. 
66 
In respect to the cultural aspects in Egypt, as an example of the Islamic developing 
countries, it has portrayed as highly masculine and uncertainty avoidant with a large 
power distance and a low individualism or collectivist perspective on life. Gray (1998) 
argued that a country whose culture is characterized by high uncertainty avoidance, 
large power distance, 'and low individualism would be expected to have a secretive, 
conservative, and based upon statutory control accounting system, with little 
professional judgment exercised by accountants. 
Egypt evolved a redistributive social, political and economic system, which remained 
prevalent for most of its long history. The social, political and economic domains were 
coordinated by a powerful bureaucracy in which accounting played a major role. 
Ancient Egyptians have long been recognized by Egyptologists to have developed an 
obsession with bureaucratic detail. The Egyptian society had been described as a well 
developed bureaucratic system which reveals and shares a specific human trait, in which 
a deep satisfaction is achieved in devising routines for measuring, inspecting, checking, 
and thus as far as possible controlling functions (Ezzamel, 1997). 
Humphreys (1996) acknowledges that religion is a major source of cultural perspective 
within any society that creates a similar culture. Abdel-Magid (1981) states that Islam is 
a religion that provides for an integrated way of life. He argues that the environment of 
accounting in Islamic countries would be characterized by political, social, and 
economic forces different from the forces found in the Western business environment. 
Islam is the major religion in the Middle East, and almost 94 percent of the Egyptian 
population is Muslim (Safi, 2001). Sisck (1992) discusses that in the political culture of 
Egypt, state and religion cannot be separated either from a social and cultural point of 
view, or form a legal one, as Islam is the state religion. Saeed et al. (2001) emphasized 
that Islamic teachings are deeply rooted in the principles of equity and justice in 
business practices and offer a framework that creates values and elevates the standard of 
living of all parties involved in the exchange, while adhering to these principles and 
guidelines. 
In summary, the national culture of the Egyptian society, which stems from the common 
ancient history, Islam as the dominant religion, and a common language amongst many 
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other similarities, is coherent. For this study and among the pharmaceutical companies' 
sample, cultural effect is highlighted since the sample includes national and multi- 
national firms. Any difference in management accounting practices between the two 
categorizes is partially due to cultural differences which affects management practices, 
besides, cultural effect on the pharmaceutical industry in general regardless of the firms' 
ownership type is highlighted mainly in the qualitative analysis part of this study; 
chapter 8. 
5.4 The Egyptian political economy 
Egypt has passed through different economic policies since the Revolution 1952, 
passing through the Open Door Policy 1974, and the Economic Reform Program since 
the late 1990 and the privatization program. Hassabelnaby et al. (2003) defined three 
distinctive political evolution stages in Egypt; the first stage of nationalization and 
dictatorship (1961-1973), then the tendencies towards liberalization and democracy 
(1974-1985), and finally, the stage of government economic and political reforms 
(1986-1997). 
Following the revolution in July 1952, the project of President Nasser was to nationalize 
all major industrial, financial and commercial business, whether foreign or Egyptian, to 
become the foundation of a vast state sector (Mahjoub 1990). 
By the year 1963, state ownership had extended not only to all public utilities, transport, 
construction; larger industries, departmental stores and hotels, but also the export- 
import trade and selling of major crops were taken over by the state (Hopwood 1982). 
After the 1973 war, President Sadat adopted a quite different philosophy for the 
Egyptian economy; The Open Door Policy. The main reason for this dramatic change 
was because the Egyptian economy appeared to be on the edge of collapsing due to the 
inefficiency and un-profitability of state-owned enterprises. The aim of the new 
economic strategy was to accelerate the economic growth as well as modernizing the 
Egyptian economy. 
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By the early 1980s, the Egyptian economy had benefited significantly from the "open 
door policy" in terms of rate of growth, but on the other hand it had become heavily 
dependent on foreign aid (Road 1997). The foreign debt put Egypt in the front rank of 
third world debtor nations. Its debt-service ratio was one of the highest among all 
developing countries (Lloyds Bank 1986). 
By the end of 1990, under Mubarak presidency, Egypt was obliged to turn to the 
International Monetary Fund (IMF) for help and was successful in concluding an 
economic reform program. 
The key elements of this program were as follows (see Ash 1993, Youssef 1996 and 
Road 1997): 
" Reduce the size of the public sector through privatization. 
" End controls over investment and eliminate most tariffs on imports. 
" Sell manufactures at market prices. 
" Raise energy and transport prices to realistic levels. 
" Reduce consumer subsidies and target them towards the poorest group. 
" Deregulate private investment and encourage private sector activity in all sectors 
including financial services. 
The main aim of the economic reform program has been to create a decentralized 
market-oriented economy deigned to encourage private sector activity in all sectors and 
to reduce the size of public sector through privatization (Road, 1997). 
In the meantime, the new agreement with the World Bank and the International 
Monetary Fund asked the Egyptian government to introduce several measures 
immediately, including (Middle East Executive Report 1992): 
9 Removing ceilings on interest rates. 
* Freeing up exchange rates. 
e Introducing a new sales tax. 
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Table 5.2: Some economic indicators under the economic reform program period 
Description 1990/91 1997198 
Total external debt US $ 49.2 billion US $ 26.6 billion 
Total external debt as a 
percentage of GDP 
151% 37.7% 
Real interest rate (6%) 5% 
Inflation rate 23.6% 4.1% 
Budget deficit as a 
percentage of GDP 
18.2% 0.06% 
Source: Central Bank of Egypt, The Egyptian Cabinet Information and Decision Support Center (Cairo: 
CBE and IDSC, various issues, 1992-1998) 
Under the government's strategy for divestment of public sector holdings, two 
approaches have been taken. The first is sales of shares through the stock market, and 
the second is sales of a strategic stake of shares to anchor investors though public 
auction (Mckinney 1996). Besides these two approaches, liquidation of companies has 
been taken place for those companies that suffer from a huge debt burden and cannot 
adjust anymore. 
On the other hand, the Egyptian government announced that the state-owned enterprises 
would be classified into three categories: 
9 Strategic companies that are vital for the Egyptian society and cannot be sold 
to the private sector, in turn, these kinds of companies are not going to be 
privatized. 
9 Less strategic companies that are still important to the Egyptian society and 
the majority of their capital should still be in the government's hand. This 
kind of companies is going to be privatized up to 40 per cent only and the 
rest will be in the government's hand. 
e Other companies are going to be fully privatized (Al-Ahrarn 1994). 
Egypt is still at the beginning of the road. The gap between exports and imports is still 
too high, in turn; the trade balance is still suffering from a huge deficit. The level of 
exports increased under the economic reform program period, but as well, the level of 
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imports increased by a rate more than the increase in exports. As a result, the balance of 
trade deteriorated from L. E. 6.62 billion in 90/91 to L. E. 9.8 billion in 97/98 (United 
Nations 1996, The Egyptian Cabinet Information and Decision Support Center 1998b). 
Coping with the era of globalization the Ministry of Foreign Trade in Egypt has signed 
many agreements lately (www. moft. gov. eg; www. wto. org): 
1. The COMESA: Egypt joined The Common Market for East & South Africa 
"COMESA" agreement in May 1998. COMESA agreement consists of 20 
countries and is considered to be a new step closer to the African Economic 
Community. , 
2. Egypt - EU Partnership Agreement: Egypt started negotiations with European 
Union (EU) for concluding a partnership agreement in 1995. Its initial signature 
was made on January, 26th 2001 in preparation for the final signature that was 
affected on June, 25th 2001. According to the Agreement, a free trade agreement 
(FTA) will be established during a 12-year transitional period, from the date the 
Agreement enters into force. During the third year both parties will decide upon 
the procedures - to be implemented on the following year - to further liberalize 
their trade in agricultural products, maritime products and processed agricultural 
products. The Agreement permits Egypt to take certain exceptional measures for 
specific periods during the transitional stage, if and when certain domestic 
industries face a threat as a result of liberalization of imports of similar goods 
from the EU. The Agreement includes implementation of WTO and GATT 
regulations against anti-dumping, subsidy and safeguard measures. The 
Agreement allows each party to enjoy Most Favorite Nation treatment from the 
other party in trading services. The Agreement aims at increasing the flow of 
foreign capital, expertise and technology to Egypt. 
3. The QIZ agreement: The Government of the Arab Republic of Egypt and the 
Government of the State of Israel (hereinafter "the Parties") noting the 25th 
Anniversary of the signing of the Peace Agreement between the Parties and 
desiring to promote economic and trade relations for the benefit of the Parties 
have agreed to conclude this protocol. In recognition of the requirements in 
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Section 9 of the United States-Israel Free Trade Area Implementation Act of 
1985, as amended, and Proclamation No. 6955 of the President of the United 
States of America, hereinafter "the legislation and proclamation" and on the 
recommendation of the private sector of the Parties have agreed to the creation 
of the Qualifying Industrial Zones (hereinafter the "QIZ"), and request the 
Government of the United States to designate them as "Qualifying Industrial 
Zones" under the legislation and proclamation. 
4. Free and Preferential Trade agreements between Egypt and the Arab 
countries: 
Tariff and Trade Agreement between Egypt and Libya (signed on 3 
December 1990). 
Trade Agreement between Egypt and Syria (signed in 19 July 1991). 
e Trade Agreement between Egypt and Tunisian Government (signed on 5 
March 1998). 
9 Free Trade Agreement between Egypt and Moroccans Government (signed 
on 27 May 1998). 
9 The Executive program to support trade between Egypt and Lebanon 
(signed on I January 1999). 
9 The Executive program to support trade between Egypt and Jordan (signed 
on 10 December 1998). 
* The Executive protocol to establish Free Trade Area between Egypt and 
Iraq (signed on 18 January 2001). 
5. GATT & WTO: Egypt was a GATT contracting member since May 9th 1970. 
When the WTO replaced GATT, on January 1" 1995, Egypt became a WTO 
member. 
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5.5 Egyptian Economic Freedom 13 
5.5.1 Index of Economic Freedom 
The Index of Economic Freedom is a simple average of 10 individual freedoms, each of 
which is vital to the development of personal and national prosperity. As the first 
comprehensive study of economic freedom ever published, the 1995 Index of Economic 
Freedom defined a method by which economic freedom could be rated and ranked in 
such vastly different places as Hong Kong and North Korea. It did so by identifying 10 
measurable freedoms for each country that in concert seem to matter most for the 
creation of wealth. Some of these freedoms are international in nature, measuring the 
extent of an economy's openness to investment or trade. Most are internal in nature, 
assessing the liberty of individuals to use their labor or finances without restraint. Since 
1995, the Index has grown and improved; other, similar studies have added to the effort. 
Each cross-country study offers a unique and profound contribution that has helped to 
shape the world being measured. 
5.5.2 Defining Economic Freedom 
Economic freedom is that part of freedom that is concerned with the material autonomy 
of the individual in relation to the state and other organized groups. An individual is 
economically free who can fully control his or her labor and property. This economic 
component of human liberty is related to-and perhaps a necessary condition for- 
political freedom, but it is also valuable as an end in itself The authors of the Index 
perceive economic freedom as a positive concept, recognizing that its traditional 
definition as an absence of government coercion or constraint must also include a sense 
of liberty as distinct from anarchy. Governments are instituted to create basic 
protections against the ravages of nature, so that positive economic rights such as 
property and contract are given social as well as individual defense against the 
destructive tendencies of others. The definition of economic freedom therefore 
encompasses all liberties and rights of production, distribution, or consumption of goods 
and services. The highest form of economic freedom provides an absolute right of 
'3 All data mentioned in this section are supplied from the "Index of Economic Freedom 2007". 
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property ownership, fully realized freedoms of movement for labor, capital, and goods, 
and an absolute absence of coercion or constraint of economic liberty beyond the extent 
necessary for citizens to protect and maintain liberty itself. In other words, individuals 
are free to work, produce, consume, and invest in any way they please, and that freedom 
is both protected by the state and unconstrained by the state. All government action 
involves coercion. Some minimal coercion is necessary for the citizens of a community 
or nation to defend themselves, promote the evolution of civil society, and enjoy the 
fruits of their labor. This Lockean idea is embodied in the U. S. Constitution. For 
example, citizens are taxed to provide revenue for the protection of person and property 
as well as for a common defense. Most political theorists also accept that certain 
goods-what economists call "public goods"-can be supplied more conveniently by 
government than through private means. Of particular interest are those economic 
freedoms that are also public goods, such as the maintenance of a police force to protect 
property rights, a monetary authority to maintain a sound currency, and an impartial 
judiciary to enforce contracts among parties. When goverrunent coercion rises beyond 
the minimal level, however, it becomes corrosive to freedom-and the first freedom 
affected is economic freedom. Logically, an expansion of state power requires 
enforcement and therefore funding, which is extracted from the people. Exactly where 
that line is crossed is open to reasoned debate (index of economic freedom, 2007). 
5.5.3 The Ten Economic Freedom 
Overall economic freedom, defined by multiple rights and liberties, can be quantified as 
an index of less abstract components that can be measured for each country. Those 
components are briefly discussed as follows: 
- Business freedom is the ability to create, operate, and close an enterprise 
quickly and easily. Burdensome, redundant regulatory rules are the most 
harmful barriers to business freedom. 
- Trade freedom is a composite measure of the absence of tariff and non- 
tariff barriers that affect imports and exports of goods and services. 
Monetary freedom combines a measure of price stability with an 
assessment of price controls. Both inflation and price controls distort 
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market activity. Price stability without microeconomic intervention is the 
ideal state for the free market. 
- Freedom from government is defined to include all government 
expenditures-including consumption and transfers-and state-owned 
enterprises. Ideally, the state will provide only true public goods, with an 
absolute minimum of expenditure. 
- Fiscal freedom is a measure of the burden of government from the revenue 
side. It includes both the tax burden in terms of the top tax rate on 
income (individual and corporate separately) and the overall amount of 
tax revenue as portion of GDP. 
- Property rights freedom is an assessment of the ability of individuals to 
accumulate private property, secured by clear laws that are fully enforced 
by the state. 
- Investment freedom is an assessment of the free flow of capital, especially 
foreign capital. 
- Financial freedom is a measure of banking security as well as 
independence from government control. State ownership of banks and 
other financial institutions such as insurer and capital markets is an 
inefficient burden, and political favoritism has no place in a free capital 
market. 
- Freedom from corruption is based on quantitative data that assess the 
perception of corruption in the business environment, including levels of 
governmental legal, judicial, and administrative corruption. 
- Labor freedom is a composite measure of the ability of workers and 
businesses to interact without restriction by the state. 
In the Index of Economic Freedom, all 10 factors are equally weighted in order not to 
bias the overall score toward any one factor or policy direction. 
5.5.4 Egypt Status 
Latest Quick Facts: Egypt population accounts for 72.6 million, GDP (PPP) is equal to 
$305.9 billion (4.1 % growth in 2004; 3.9 % 5-year comparative annual growth and 
$4,211 per capita). The Egyptian unemployment rate and inflation rate are equal to 
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10.0%, and 11.3% respectively. The FDI (net inflow) equals $ 1.1 billion. Regarding the 
official development assistance, the multilateral is equal to $349 million and the 
bilateral $1.6 billion (of which 58% from the United States). Egypt external debt 
amounts to $30.3 billion. The exports amount to $26.5 billion; primarily crude oil and 
petroleum products, textiles, metal products and chemicals. On the other hand, imports 
amount to $26.9 billion; primarily machinery and equipment, food, chemicals, wood 
products and fuels. 
BACKGROUND: Egypt is the most populous Arab country and a major force in 
Middle Eastern affairs. Although President Hosni Mubarak's government has 
undertaken incremental reforms to liberalize the socialist economic system that has 
hampered economic growth since the 1950s, the government until recently has 
emphasized such social policies as maintaining the payment of subsidies on food, 
energy, and other key commodities. Economic reform has become a higher priority 
under Prime Minister Ahmed Nazif, a technocrat who has placed liberal reformers in 
key positions. In 2005, the government reduced personal and corporate tax rates, cut 
energy subsidies, and privatized several enterprises. 
EGYPT'S ECONOMY is 53.2 percent free, according to 2007 assessment, which makes 
it the world's 127th freest economy. Its overall score is I percentage point higher than 
last year, partially reflecting new methodological detail. Egypt country is ranked 13th 
out of 17 countries in the Middle East/North Africa region, and its overall score is 
slightly lower than the regional average. Egypt's economy scores well in a few of the 10 
factors of economic freedom; Fiscal freedom is rated highly, and its freedom from 
government and monetary freedom also score reasonably well. The top income and 
corporate tax rates are impressively low, and government tax revenue relative to GDP is 
not high. Total government expenditures are moderately low, although Egypt receives a 
significant part of its income from state-owned businesses. Egypt could improve in 
several areas, however. Business freedom, financial freedom, property rights, and 
corruption are all serious problems. Licensing, operating, or closing a business is 
difficult and heavily regulated by an intrusive bureaucracy. Fairly high tariff rates and 
non-tariff barriers impede trade and foreign investment alike. Corruption is rampant, 
and the fair adjudication of property rights cannot be guaranteed. 
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Shedding the light on the Egyptian economic freedom is found by the researcher to 
be 
of great importance for this study. This is mainly because the progress achieved on any 
of the ten economic freedoms would for sure affect the overall business and 
manufacturing environment and would make it an attractive one for expansion, 
improvement and development. As a result, the Egyptian manufacturing sector in 
general, and the pharmaceutical industry in particular are considered a good choice by 
the researcher to be the area of focus for this research, as the development of the 
economic freedom in Egypt would generally improve firms' performance and encourage 
the development of management practices and methods accordingly to cope with the 
globalization era. 
EGYPT'S TEN ECONOMIC FREEDOMS 
BUSINESS FREEDOM - 39.9% 
Starting a business takes an average of 19 days, compared to the world average of 48 
days. Entrepreneurship should be easier for maximum job creation. Both obtaining a 
business license and closing a business are very difficult. The government has 
established a "one-stop-shop" for investment procedures and has moved to revamp the 
regulatory environment in recent years, but bureaucracy still remains meddlesome. The 
overall freedom to start, operate, and close a business is seriously limited by the national 
regulatory environment. 
TRADE FREEDOM - 52.2% 
Egypt's weighted average tariff rate was 13.9 percent in 2002. Non-tariff barriers 
include import restrictions and import bans, burdensome and non-transparent sanitary 
and phytosanitary measures, and cumbersome regulatory and customs procedures. 
Customs corruption also adds to the cost of trade. Consequently, an additional 20 
percent is deducted from Egypt's trade freedom score to account for these non-tariff 
barriers. 
77 
FISCAL FREEDOM - 93.6% 
Egypt has implemented cuts in personal income and corporate tax rates since June 2005. 
Both the top income tax rate and the top corporate tax rate are 20 percent. Other taxes 
include a value-added tax (VAT) and a property tax. In the most recent year, overall tax 
revenue as a percentage of GDP was 12.8 percent. 
FREEDOM FROM GOVERNMENT - 73.6% 
Total government expenditures in Egypt, including consumption and transfer payments, 
are moderate. In the most recent year, government spending equaled 26.7 percent of 
GDP, and the government received 29.4 percent of its total revenues from state-owned 
enterprises and government ownership of property. The government has been pushing 
forward the sale of non-strategic and smaller companies. 
MONETARY FREEDOM - 69% 
Inflation in Egypt is relatively high, averaging 6.4 percent between 2003 and 2005. 
Relatively high and unstable prices explain most of the monetary freedom score. The 
government controls prices for some basic foods, energy (including fuel), transport, and 
medicine. It also implements subsidies for basic food items, sugar and pharmaceuticals, 
and public transportation. In general, the massive size of the public sector limits the 
private sector's ability to set market prices. Consequently, an additional 15 percent is 
deducted from Egypt's monetary freedom score to adjust for measures that distort 
domestic prices. 
INVESTMENT FREEDOM - 50% 
In theory, automatic approval should be granted to most investment projects; in practice, 
all projects must pass through a review process to gain legal status and qualify for 
incentives. Foreign investment in Sinai, military products, and tobacco requires 
approval from the relevant ministries. Foreign ownership of areas designated as 
agricultural lands (in the Nile Valley, Delta, and Oases), except for desert reclamation 
projects, is prohibited. Both residents and non-residents may hold foreign exchange 
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accounts. There are no restrictions on payments and transfers. The Capital Market 
Authority must approve bond issues. 
FINANCIAL FREEDOM - 30% 
Egypt's financial sector is characterized by a strong state presence. In 2005,52 banks 
were licensed, including 41 Egyptian financial institutions and II foreign banks. The 
four large state-owned banks controlled about 50 percent of banking sector assets in 
2004. The smallest state bank was approved for sale in 2006, and the government has 
sold its shares in some private banks. Non-performing loans are a significant problem, 
and new banks face significant constraints. There were 21 insurance companies in 2004, 
including four state-owned firms that dominate the sector and another state-owned 
reinsurance company. Foreign ownership of insurance companies and banks is 
permitted. Capital markets are large for the region. 
PROPERTY RIGHTS - 40% 
The government sometimes circumvents the independence of the judiciary by using 
fast-track military courts. On average, it takes six years to decide commercial cases, and 
appeal procedures can extend court cases beyond 15 years. Nevertheless, local 
contractual arrangements are generally secure. Islamic law (Sharia) is officially the 
main inspiration for legislation, but the Napoleonic Code exerts a significant influence. 
Judicial procedures tend to be protracted, costly, and subject to political pressure. 
FREEDOM FROM CORRUPTION - 34% 
Corruption is perceived as significant. Egypt ranks 70th out of 158 countries in 
Transparency International's Corruption Perceptions Index for 2005. 
LABOR FREEDOM - 49.8% 
The government has made gradual progress toward a more competitive and flexible 
labor market, adopting a new labor code in recent years. However, the labor market still 
operates under restrictive employment regulations that hinder employment and 
productivity growth. The non-salary cost of employing a worker can be high, and 
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dismissing a redundant employee is costly. There are rigid restrictions on increasing or 
contracting working hours. 
Due to the state of freedom of the Egyptian economy along with being part of many 
international business agreements to be able to face severe competition in the era of 
globalization, as mentioned in section (5.4) above, an upgrading of the Egyptian 
Industry was needed in order to qualify it to compete within the International arena. As 
a result, the agreement of The Industrial Modernization Program (IMP) was signed 
between The European Union & the Ministry of Industry & Technological 
Development. 
5.6 The Industrial Modernization Program 
(IMP) 
The Industrial Modernization Program is a comprehensive program that builds upon the 
results achieved by other less-ambitious programs such as the Private Sector 
Development Program (PSDP) which was implemented in cooperation with the 
European Union as a pilot program for enterprise upgrading during the period from 
1997 till 2002. The IMP also takes advantage of the experiences gained by other 
programs undertaken by the Federation of Egyptian Industries, Business associations 
and the Ministry of Industry and Technological Development as well as the experiences 
of other countries that implemented similar programs. 
In order, to ensure the required flexibility and expedite implementation of the program, 
an organizational structure characterized by efficiency as well as flexibility in 
implementation has been adopted. The structure is formed of the Industrial 
Modernization Center the Industrial Modernization Council and the Advisory Board. 
The Industrial Modernization Center is an autonomous Organization given the financial 
and administrative flexibility for sound and rapid execution of its set Programs. The 
Industrial Modernization Council, which effectively reflects stakeholders from both 
government and private sector provides the strategies and guidelines as well as approve 
the annual work plan and budget of the Industrial Modernization Center. The Advisory 
Board provides advice to the Council on drafts of the annual work plan and budget of 
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the Industrial Modernization Center, added to other proposals or submissions to the 
Council. In an effort to ensure the maximum output possible from the Industrial 
Modernization Center's services, the location of the Center was chosen to be within the 
premises of the Federation of Egyptian Industries. This decision aimed at bringing 
together the supplier of services and the main beneficiaries of these services in one 
building. 
5.6.1 IMP Strategic Vision 
The overall strategic vision is to help industrial enterprises to modernize their 
companies so that they become internationally competitive on a sustainable basis. 
5.6.2 Mission 
The IMP is actively involved in working with companies, including SMEs, to raise their 
global competitiveness, focusing on developing their export orientation. This is 
achieved through integration and cooperation with beneficiaries and partners (such as 
Technology Centers, Business Associations, R&D Institutions, Governmental 
Institutions, etc ... ). The IMP through its delivery of interrelated business support 
activities can help companies to upgrade their operations and improve their ability to 
compete effectively and efficiently both in local and foreign markets. As a key part of 
this process, companies can be helped to develop their export potential and meet 
international challenges. 
5.7 Development of Egyptian accounting 
systems 
Egypt has always been recognized as a leader among its neighbor countries. It is an 
influential country in the Middle East and in Africa (Zarban 2002). 
Accounting in Egypt has a long history due to its dissemination in ancient Egypt since 
1552 B. C. According to Ezzamel (1997) accounting had played a constitutive role in the 
ancient Egyptian society. But the aim of this section is to review the development of 
Egyptian Accounting systems in its modem history. 
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Historically, Egyptians had made the choice to adopt the French Napoleonic Code, 
which can be traced back to the French occupation (1798-1805), as a basis Of 
governance in preference to the system employed by their colonial supervisors, the 
British, but the actual accounting practices were mixed by both British and French rules 
(David and Brierly, 1985). 
During the late 1950s and the beginning of 1960s, as a result of Nationalization 
programs, the Government controlled and operated more than 300 companies. It 
controlled all aspects of economic activities and state ownership extended to most 
private enterprises (EI-Henawy, 1986) 
In 1966 the Presidential Decree No. 4723 was issued, stating that the uniform 
accounting system was to be established and obligatory applied in all public sector 
companies (EI-Saban, 1993 p. 91). The nationalization program and the creation of 
central accounting administration resulted in a substantial reduction in the amount of 
work available for private sector accountants. As a result the number of professional 
accounting firms was greatly reduced (Briston and El-Ashkar, 1984). 
By the beginning of 1970s, with the establishment of liberalization policies, the 
government recognized the need to change its policies and decrease its intervention 
(Zarban, 2002). This resulted in changes in the accounting systems during the late 1970s 
and the beginning of 1980s. Various accounting conferences has taking place, in which 
debate was generated about the need to change the Uniform Accounting system and to 
consider the adoption of international accounting systems as a way to help the 
harmonization of accounting (Hopwood, 2002). Renshall, 1981, considers the 
conferences organized by Egyptian accountants a landmark in the development of 
Egyptian accounting profession. 
During 1980s and by the beginning of 1990s, a decentralized, market-oriented economy 
has been created as a result of the embracement of the economic reform program (Road, 
1997). The implementation of the economic reform program by the Egyptian 
government asked for improvement in accounting in order to play a role in advancing 
the rate of economic development. The organization of the accounting profession in 
Egypt is weak as compared with that of developed countries; it needs some foundations 
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such as independence, stability and organization in order to achieve the objectives of the 
economic reform program (Mahmoud, 1995). 
In 1996, a new standard setting board was established with the aim of issuing Egyptian 
financial accounting standards that conform to international accounting standards after 
taking the Egyptian environmental factors into consideration (Abd-EI-Salam, 1999). 
Three events contributed to the introduction of financial accounting standards to Egypt. 
First the formation of the Egyptian Institute of Accountants and Auditors, second the 
collapse of Islamic investment companies that were allowed to collect huge amounts of 
money from the public and promised high return without making any substantial 
investments. They were not under any kind of supervision and the absence of standards 
on which there financial statements were prepared created a need for regulating private 
enterprise accounting in Egypt. The third event that contributed to the introduction of 
Egyptian accounting standards was the re-emergence of capital markets. The 
government has taken several steps to support this action. The capital market authority 
was established to supervise and organize the market. The improvement in accounting 
regulations and introduction of standards were crucial to the improvement of the 
mechanism of the capital market (Zarban, 2002). 
Concerning the impact of privatization on accounting practices, Hassabelnaby et al. 
(2003) pointed out that privatization may impact the accounting practices in the 
developing countries environment. Government and state-control banks often provide 
capital to State Corporation. For these corporations to be privatized, stockholders will 
mainly provide the capital. The accounting practices' requirements for the external 
environment are different from those required for government. Therefore, stockholders 
tend to require a more sophisticated level of control than that required by the 
government, stressing the need for effective performance measurement techniques that 
satisfy shareholders. 
A number of researcher such as Nair and Frank (1980), Cooke and Wallace (1990), and 
Salter (1998) provide evidence on the importance of the economic environment for 
accounting practices' development, particularly in developing countries. The current 
study attempts to enrich our understanding of how management accounting practices are 
influenced in Egyptian firms and the role management accounting can play in 
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improving firms' performance. In addition, it contributes and fills the gap in 
management accounting literature about such practices in the developing countries. 
5.8 Egypt's pharmaceutical Sector 
14 
: 
In 1950, the pharmaceuticals industry in Egypt consisted of about 50 small national 
producers of drugs. Leading multinationals supplied 10% share of the local market. In 
1960s, three foreign firms, namely Hoechst, Pfizer and Swiss Pharma, had established 
joint venture operations. By 1970, following nationalization, 11 local producers 
contributed 90% of the domestic market. In the 1990s a more liberal policy opened up 
the market to foreign and domestic newcomers and by 1996, the industry had 9 
multinationals, 8 private and II public sector companies, employing about 60,000 
people. Some of the highlights of the sector include: 
The private sector controls over three-quarters of the local market; 
The five largest pharmaceutical companies control about one-third of the 
market; 
There are eight multinational corporations operating in the industry, which 
account for over one-third of total private sector sales; 
Egypt is the largest producer and consumer of pharmaceuticals in the MENA 
(Middle East and North Africa) region; 
* The US plays an active role in the industry through its contribution to 
investment and imports; 
e Europe supplies the majority of Egypt's pharmaceutical imports; and 
* Exports comprise about 6% of pharmaceutical production. 
5.8.1 Market summary 
Pharmaceutical companies in Egypt fall into three categories: public sector companies 
that are subsidiaries of the Holding Company for Pharmaceuticals, private sector 
companies, and multinational companies. Most multinationals are active on the 
Egyptian market. Not all, however, have a direct manufacturing presence, with many 
14 All information in this section is provided by Egypt Pharmaceuticals & Healthcare Report. 
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importing drugs or licensing production to local manufacturers. Multinational 
companies supply about 65% of the market through direct local manufacturing or 
through licensing agreements. 
The pharmaceutical market in Egypt was valued at about US$2.2bn in 2005. It is the 
second-largest market in the region, after Turkey, and has about 74 pharmaceutical 
factories. There are around 30 drug makers in the country. The Egyptian drug industry 
is drug formulation rather than research-based. Egypt is the largest producer and 
consumer of pharmaceuticals in the Middle East and North Africa (MENA) region, 
because of its large population. The main growth drivers for pharmaceuticals in Egypt 
are the young and expanding population and GDP growth. 
Low wages in Egypt is one of the benefits available to pharmaceutical production in the 
country. At less than 15% of production costs, intermediates account for about 50%, 
wages are extremely competitive in what is essentially a labor and technology intensive 
industry. Another major asset of the pharmaceuticals industry is the large pool of highly 
trained doctors, pharmacists, engineers and skilled technicians whose experience in the 
sector has given Egyptian pharmaceutical products a distinguished reputation in the 
entire region. 
5.8.2 Regulatory Regime 
The main regulatory authority in Egypt is the Ministry of Public Health (MoPH). The 
principal regulatory department within the MoHP is the Drug Information Centre 
(EDIC). Furthermore, the MoHP includes government bodies such as Central 
Administration of Pharmaceutical Affairs (CAPA), which provides license to 
commence manufacturing; Drug Planning and Policy Centre (DPPC), which is 
responsible for product registration and pricing; and National Organization for Drug 
Control and Research (NODCAR), which helps in conducting physical, 
microbiological, and pharmacological and bioavailability testing. 
Registering a new drug in Egypt can be highly complex and fraught with bureaucratic 
barriers, involving many committees and review applications. Introduction of TRIPS 
(Trade-Related Aspects of Intellectual Property Rights) compliant legislation and the 
drug pricing system in the country are the major areas of concern for the government, 
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local producers as well as the multinationals. Although modernization of the sector is 
under way, the regulatory environment still represents a hurdle for foreign companies. 
Furthermore, the depreciation of the Egyptian pound against the US dollar has proved to 
be a market barrier to importers. 
5.8.3 Pricing & Reimbursement Issues 
Egypt maintains a price control system that does not allow price increases to 
compensate for inflation. Also, many regulations regarding manufacturing and 
registration are opaque and vague. According to foreign pharmaceutical companies 
based in Egypt, prices are tied to an old foreign-exchange rate and the authorities are not 
making adequate effort to control the production of generic medicines based on their 
products. The process requires the pharmaceutical firms to file a list of their expenses, 
which includes cost of raw material, overheads, production cost, sales cost and desired 
profit margin. The data are reviewed by the pricing committee and either approved or 
rejected. If rejected, the company representatives should negotiate the price with the 
committee. 
The government sets and occasionally changes prices for pharmaceutical products that 
are considered critical. One of the leading challenges for the drug maker is the pricing 
policy, which has reportedly failed to keep up with the rising costs of imported raw 
materials. Furthermore, due to the lack of price increases, pharmaceutical firms had had 
high input costs. Currently, pharmaceutical prices remain controlled, although the 
government has decontrolled prices of other industrial products. Drug prices in Egypt 
are among the lowest in the region due to the government's control over pricing policies. 
A further reason for the low prices is the strong local pharmaceutical industry, which 
produces generic drugs at a fraction of the cost of imported brands. In summary, given 
its location and large population, if Egypt were to adopt a modern patent law and 
market-based pricing, it could become a regional centre for multinational 
pharmaceutical production. 
5.8.4 Market Developments 
Drug market growth is expected to continue, with the market forecast to reach 
US$2.4bn at retail prices by 2007. In the same period, the prescription market is 
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expected to reach US$2bn. Further more, sales in the over the counter (OTC) healthcare 
market are expected to remain at about US$400mn in 2007. The generics market is 
likely to reach US$400mn in 2007, accounting for 17% of the market. Exports are 
expected to increase due to the modernization of the sector, although the pricing 
restrictions have reduced the capacity of many companies to compete internationally. 
Egypt drug makers export to 45 countries mainly in the MENA region but increasingly 
also in Eastern Europe, the former Soviet Union and the European Union (EU). 
The question is whether changes in managerial accounting practices are keeping pace 
with the changes in manufacturing environment. Or can we achieve the desired 
development with the traditional costing systems applied since the revolution 1952? 
5.9 Conclusion 
Since Egypt is the context of this study, a brief description of the Egyptian 
demographics, culture, political background, and economic environment is provided in 
this chapter to infonn readers of relevant facts surrounding the Egyptian environment 
and affecting Egyptian business activities. 
This study is participating in the process to fulfill the gap in management accounting 
literature concerning the developing countries, namely Egypt. The empirical research 
reported in this study is conducted in Egyptian pharmaceutical industry; the 
accumulation of the data of this type should help in developing the management 
accounting systems of the Egyptian organizations. 
Next chapter is covering the research methodology employed with an elaboration on the 
reasons to choose Egyptian pharmaceutical industry to be the research field for this 
study. 
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Chapter Six 
Research Methodology and Methods 
6.1 Introduction 
This chapter presents the methodology that is undertaken to reach results. It describes 
the research design and how it links to the research problem and theoretical framework 
reviewed in previous chapters. Research Methodology, including philosophy, research 
approaches, methods, and research problem is identified to carry out the pilot study 
demonstrated in this chapter. In addition, the population of the research is determined 
and the research sample is identified from the population along with a justification of 
both. Data collection method that best suits the research circumstances and enables the 
researcher to examine the research debate within the contingency theory framework is 
also discussed in this chapter. 
Finally, the chapter addresses research dependent and independent variables suggested 
from the broad literature along with the findings of the pilot study, as a step forward to 
formulate the research hypothesis and the suggested research framework is presented 
for analysis in the following chapters. 
6.2 Research Methodology 
Burrell and Morgan (1979) claimed that methodology refers to the methods and steps 
used to conduct research. While according to Sekaran (2003), Methodology comprises 
the strategy or plan of action, it is the research design that shapes choices and the use of 
particular methods, and links them to the desired outcomes. 
This study mainly seeks to investigate the in-firm contingent factors, to the adoption of 
recently developed management accounting practices in the Egyptian pharmaceutical 
firms and if the adoption of such practices has an effect on the overall firm performance. 
The contingency theory framework is chosen to address the research problem along 
with choosing the right methodology and methods. Any methodological position 
consists of three elements; ontology, epistemology and research paradigm. The research 
methodological position is discussed in the following section. 
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6.2.1 Research Ontology 
Goles and Hirschheim (2000) stated that Ontology refers to the nature of the world 
around us; in particular, that slice of reality which the scientist chooses to address. They 
suggested two extreme positions; realism, which postulates that the universe is 
comprised of objectively given, immutable objects and structures that exist independent 
of the observer's appreciation of them. And the other extreme is relativism or 
instrumentalism, which holds that reality, is a subjective construction of the mind. So 
what is subjectively experienced as an objective reality exists only in the observer's 
mind. 
In this research, using the semi-structured-in-depth interviews as the main method of 
collecting the data, reveal some doubt about the realism ontology. Since the response of 
the interviewees would vary dramatically according to their experiences, beliefs and 
positions; therefore, it is considered that this research more likely moves towards 
relativism because of the methodology followed. 
6.2.2 Research Epistemology 
An epistemological issue is concerned with the question of what is regarded as 
acceptable knowledge in a discipline, in other word, the nature of knowledge. Burrell 
and Morgan (1979) defined epistemology through two streams of knowledge; 
positivistic and anti-positivistic. The positivistic approach explains and predicts what 
happens in the social world by searching for regularities and causal relationships 
between its constituent elements. On the other hand, the anti-positivistic approach 
shows that the social world is essentially relative and can only be understood from the 
point of view of individuals who are directly involved in the activities under study. 
The positivist tradition is based on the significance of observations of the external 
reality (Thorpe and Lowe, 1996) and is considered as the best way of investigating 
human and social behavior. According to Hussey and Hussey (1997), laws in positivist 
approach are considered as the basis of explanation, which establishes the causal 
relationships among variables being studied and links them to develop theory allowing 
the prediction to occur. On the other hand, the phenomenology is concerned with 
understanding human behavior form participants own frame of reference, and they add 
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that this new paradigm is associated with interpretative sociology, social 
constructionism, naturalistic inquiry, and qualitative research methods. 
Although there are some difficulties in using phenomenology due to the great deal of 
time and the resources needed to collect data, the difficulty to analyze and interpret data, 
and the difficulties of controlling the qualitative research or its progress and even its 
end-point (Sarantakos, 1993). In addition, contingency theory lays claim to being 
strongly positivist in sociological terms as stated by Donaldson (1996). But this study 
due to the nature of semi-structured interviews, as the main source of data collection, 
and due to its relativism ontology it will be using phenomenological epistemology. 
6.2.3 Research Paradigms 
Four different research paradigms were introduced by Burrell and Morgan (1979): 
functionalism, interpretivism, radical structuralism, and radical humanism (see figure 
6.1). Each of the four paradigms has fundamentally different assumptions concerning 
the nature of social science and the nature of society. 
Burrell and Morgan (1979), and Goles and Hirschheim (2000) differentiated between 
the four paradigms as follows: functionalist paradigm is concerned with providing 
explanations of the status quo, social order, social integration, consensus, need 
satisfaction, and rational choice. It depends on the idea of a real ontology where the 
social world is separated from the researcher; the interpretivist paradigm seeks 
explanation within the realm of individual consciousness and subjectivity, and within 
the frame of reference of the perspective, so it can be said that this paradigm perceives 
the world as it is but explains it within the researcher's consciousness; the radical 
structuralist paradigm has a view of society and organizations, which emphasizes the 
need to overthrow or transcend the limitations placed on existing social and 
organizational arrangements by assuming that contemporary society is characterized by 
conflicts and contradictions that generate some radical change through political and 
economic crises and revolutions; the radical humanist paradigm seeks radical change, 
emancipation, and potentiality. It stresses the role that different social and 
organizational forces play in understanding change. It simply assumes that the 
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consciousness of the researcher is dominated by ideological superstructures with which 
he/she interacts, therefore, seeks ways to overcome them. 
Figure 6.1: Burrell and Morgan's four paradigms 
Radical Change 
Subjective 
Radical 
Humanist 
Radical 
Structuralist 
Interpretivist Functionalist 
Regulation 
Source: Burrell and Morgan (1997) 
Objective 
Fox (1966) have advocated pluralism as a more realistic approach to organization 
control. In the same vein, Gioia and Pitre (1990) argue that the characterization of 
paradigms as separate and mutually exclusive domains may have been overstated. In 
their opinion, it is very difficult, if not impossible, to establish exactly where one 
paradigm leaves off and another begins. Therefore, they posit the existence of transition 
zones, or intermediate regions with blurred and shifting lines of demarcation, see Figure 
6.2. They argue that pluralism could bridge between these zones. 
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Figure 6.2: Burrell and Morgan's Four Paradigms with Transition Zones 
S 
Radical Change 
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Rad cal Radical 
fill 
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Humanist Structuralist 
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Subjective ------ Objective 
Interpretivist Functionalist 
Regulation 
Source: G ioia and Pitre (1990) 
Jackson (1999) argues that we need to employ a meta-methodology whereby the 
advantages of different methodologies can be employed to manage complex problems. 
The research paradigm that is used by the researcher to conduct this study is the 
Interpretivist paradigm, where the world is viewed as it is but explained according to the 
researcher consciousness. And this paradigm best matches with the relativistic ontology 
and phenomenological epistemology. This view is consistent with the researcher's 
belief that the choice of methodologies should be guided by the problem at hand and the 
resources that can be brought and the data collection method used to best solve the 
problem. 
6.3 Research Methods 
Mingers and Brocklesby (1997) define the term "method" as the most confusing term, 
because it is sometimes used to refer to the whole methodology followed by the 
research, and sometimes to mean a particular technique, and can thus be defined as an 
organized, systematic, data-based, critical, objective, scientific inquiry or investigation 
into a specific problem, undertaken with the purpose of finding answers or solutions to 
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it. In essence, research provides the needed information that guides people to make 
informed decisions to successfully deal with problems. The information provided could 
be the result of a careful analysis of data gathered firsthand or of data that are already 
available (in company, industry, archives, etc. ). Data can be quantitative (as generally 
gathered through structured questions) or qualitative (as generated from the broad 
answers to specific questions in interviews, or from responses to open-ended questions 
in a questionnaire, or through observation, or from already available information 
gathered from various sources). 
In this research, it is used to mean a specific technique, which is a specific activity that 
has a clear and well-defined purpose within the context of a methodology. In simple 
words, how the data will be collected and analyzed in the research. 
There are two main research approaches which are the inductive approach and the 
deductive approach. Induction refers to "the process by which conclusions are drawn 
from direct observation of empirical evidence" (Sekaran, 2003). These conclusions are 
then fed into the development of theory. Such research is not hypotheses-driven; 
instead, theory is generated and built through the analysis of, and interaction with, the 
empirical data. The researcher looks for patterns in the data and, in particular, 
relationships between variables. Generalizations in this type of research are sought from 
specific to other, wider context, as opposed to deductive research strategies. This type of 
research and theory is usually, but not exclusively, associated with the interpretivist 
research tradition and qualitative research strategies. 
Deductive theory and research, on the other hand, is a type of strategy in which theory 
informs research at the outset and hypotheses dictate what evidence the researcher looks 
for. Data are then collected to confirm or falsify the hypotheses. Deductive theories, in 
contrast to inductive theories, arrive at their conclusions by applying reasons to a given 
set of premises (Sekaran, 2003). 
In other words, deduction is the process by which we arrive at a reasoned conclusion by 
logical generalization of a known fact. Induction, on the other hand, is a process where 
we observe certain phenomena and on this basis arrive at conclusion. In other words, in 
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induction we logically establish a general proposition based on observed facts (Grix, 
2004). 
The next tables demonstrate the procedure and the writing structure for each. 
Table 6.1: Deductive Research Procedure 
Deductive procedure for research 
The research tests a theory 
Hypothesis or research questions are 
derived from the theory 
Concepts and variables are operationalized 
An instrument is used to measure the 
variable i th th 
. 
Tn e eory 
Verification of the hypothesis 
Deductive structure for writing 
Introduction: theory and thesis statement. 
Key questions from the theory and thesis. 
particular illustration and examples given to 
show the reason for the questions 
Definition of key concepts: discussion. 
Elimination of possible alternatives: 
discussion. 
Data-collection technique employed. 
Specific of data: discussion 
Findings related to hypothesis and theory: 
discussion 
Table 6.2: Inductive Research Procedure 
Inductive procedure for research 
Researcher gathers information and data 
Questions are asked about the phenomenon 
The data is classi ied and placed into categories 
I 
Patterns are looked for in the data and potential 
theories are proposed 
I 
Theories are tested and developed and patterns compared 
with other patterns and theories 
Inductive structure for writing 
Introduction: particular examples given. 
Tentative interpretation on relationships 
between examples posed as questions 
More examples given and classified according 
to questions. 
Statements developed and reiterated. 
More examples given and classified to test 
degree of fit and usefulness of categories. 
Statements developed further and reiterated. 
Main conclusion on patterns and suggestion of 
plausible theory to account for the 
relationships in the pattern. 
Source: Sekaran, Urna (2UUJ). 
This research, although interpretivist research, but is mainly guided by the contingency 
theory in management accounting framework, which enabled the researcher to develop 
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some research hypotheses, as shown later in the chapter, therefore it can be considered 
more like a deductive approach for the research. 
This research is designed in multiple case studies with "semi-structured-in-depth 
interviews" as the main method of data collection. Statistical testing of a series of 
hypotheses, developed later in this chapter, along with qualitative analysis is to be 
performed in this study to better address the research problem and provide more 
meaningful findings. 
Qualitative researchers are usually criticized that their research is too subjective, or the 
number of cases in study is too small. Qualitative inquiry, moreover, has a short history 
in the social work research and therefore social work researchers may need to strongly 
defend the validity of their qualitative research (Sarantakos, 1993). On the other hand, 
qualitative analysis results in more meaningful and in depth results and conclusions 
when technical information is needed. 
Davila (2000), presented some cases based on interviews, to understand how project 
managers use management control systems, in order to inform the subsequent statistical 
testing of a series of hypotheses relating to the nature of management control systems in 
new product development. Another positivistic field study was that conducted by 
Malina and Selto (2001), which researched the balanced scorecard for the distribution 
function of a US manufacturing company relying entirely on analysis of interviews. The 
paper referred to balanced scorecards and their effectiveness as objective realities, rather 
than context dependent constructs. They carried out a series of semi-structured 
interviews, and then analyzed them in order to statistically test various hypotheses 
concerning the nature of the balanced scorecard in their case organization. 
Denzin (1978) identified two distinct forms of triangulation, namely: "the within- 
method" and the "between-method". The former involves the use of multiple techniques 
to build and interpret a single data set and is essentially a means of cross checking 
internal validity, whilst the latter uses multiple techniques to study the same 
phenomenon, e. g. the use of survey data and case studies, and is means of controlling 
external validity. According to Scapens (1990), the process of collecting multiple 
sources of evidence on a particular issue is known as triangulation. 
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The two forms of triangulation are followed in this study; the use of a secondary source 
of data, as shown later in section (6.5.1.2) of this chapter, allowed for triangulation of 
data. When data provided by a manager did not agree with the data published in the 
"Kompass Egypt" or the industrial modernization center (IMC) annual report, the 
differences were explored until the reason for this divergence was fully understood. 
Besides, the use of qualitative analysis along with statistical analysis to analyze the data 
collected through the semi-structured in-depth interviews allowed for within method 
triangulation, by using two different techniques to analyze and interpret the data 
collected through the same source. 
6.4 Problem Definition 
The problem of this research is double phased. The first phase is concerned with the 
firms' internal contingent factors to the adoption of recently developed management 
accounting practices when functioning in a developing country. The second phase is 
concerned with the effect of such adoption of recently developed practices on the 
overall firms' performance. Implications of the Egyptian economy on the 
pharmaceutical industry are also investigated. 
The first phase of the problem tests the relationship between certain characteristics of 
manufacturing firms and the adoption of advanced accounting practices. The second 
phase tests the relationship between the adoption of these accounting practices and the 
performance of the firms. Finally the implications of the Egyptian economy on the 
pharmaceutical industry and the adoption of management accounting innovations are 
explored. 
6.5 Data Collection 
Based on the research problem identified in the preceding section, the research has two 
main questions to answer; firstly, do some firms' characteristics have an effect on the 
adoption of recently developed management accounting practices in Egyptian 
Pharmaceutical firms? Secondly, does the adoption of recently developed management 
accounting practices improve the firms' performance? In order for the researcher to 
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collect the suitable data needed to answer those questions, he had to identify six main 
areas that need to be explored inside the firms under study. Those 6 areas are: 
" Demography of the firms in consideration 
" Special characteristics of the Egyptian economy as an example of a 
developing country 
* The pharmaceutical industry and the implications of the Egyptian 
environment on it 
* Management accounting practices 
o Quality assurance systems 
9 Performance measures 
6.5.1 Sources of Data Gathered 
Data can be obtained from primary or secondary sources. Primary data refers to 
information obtained firsthand by the researcher on the variables of interest for the 
specific purpose of the study. Secondary data refer to information gathered from sources 
already existing (Sekaran, 2003). 
Some examples of sources primary data are individuals, focus groups, panels of 
respondents specially set up by the researcher and from whom opinions may be sought 
on specific issues from time to time, or some unobtrusive sources. The internet could 
also serve as a primary data source when questionnaires are administrated over it. Data 
can also be obtained from secondary sources such as company records or government 
publications. 
Primary data sources: 
1. Focus group: consist typically of 8 to 10 members with a moderator leading the 
discussions for about 2 hours on a particular topic, concept, or product. 
Members are generally chosen on the basis of their expertise in the topic on 
which information is sought. The focus sessions are aimed at obtaining 
respondents' impressions, interpretations, and opinions, as the member talk 
about the event, concept, product or service. With a focus group the researcher 
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will be interested in such things as how people respond to each other's views and 
build up a view out of the interaction that takes place within the group (Bryman, 
2001). 
2. Panels: like focus group, it is another source of primary information for research 
purpose. Whereas focus groups meet for a one time session, panels (of members) 
meet more than once. In cases where the effects of certain interventions or 
changes are to be studied over a period of time, panel studies are very useful. 
3. Unobtrusive: originate from a primary source that does not involve people. 
6.5.1.2 Secondary data sources: 
Secondary data are indispensable for most organizational researches. Secondary data 
refer to information gathered by someone other than the researcher conducting the study 
or research. Such data can be internal or external to the organization and accessed 
through the internet or perusal of recorded or published information. Secondary data can 
be used, among other things, for forecasting sales by constructing models based on past 
sales (Sekaran, 2003). 
There are several sources of secondary data including books, government publications 
of economic indicators, census data, statistical abstracts, databases and annual reports. 
The advantage of seeking secondary data sources is saving in time and costs of 
acquiring information. However, secondary data as the sole source of information has 
the drawback of becoming obsolete, and not meeting the specific needs of the particular 
situation or setting (Sekaran, 2003). 
The two types of data are collected in this study: 
The primary data, which consists of all data related to all variables of the study 
(dependent and independent), and is collected via focus group, in the pilot study part of 
this research, along with semi-structured-in depth interviews, as the main source of data 
collection in this study, in order to gain a wider view and to arrive at a more readily 
generalized conclusions. A copy of the protocol (interview guide) used by the 
researcher for the interviews with financial managers is available in the appendices. 
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The secondary data, which consists of demographic data of the Egyptian Pharmaceutical 
firms forming the population of the study. These data are collected from Kompass 
Egypt (2004)15 for firms registered in the stock exchange market, also, from Egypt 
Pharmaceuticals & Healthcare Report (2006), from the Industrial Modernization Center 
(IMC)16 , and the 
index of economic freedom (2007). 
6.5.2 Methods of data collection 
The methods chosen for a research project are inextricably linked to the research 
questions posed and to the sources of data collected. A lot of research methods can be 
used such as interviews, questionnaires, observation techniques, documentary analysis, 
archival technique, discourse analysis and print media (Grix, 2004). 
Interview technique: the interview is a very popular method among researches. 
According to Grix (2004), there are four types of interview technique: structured; semi- 
structured; unstructured and group interviews. 
Structured interviews: it is the most rigorous and the least flexible in the way it is set up. 
predetermined questions are put to the interviewee in a specific order and the responses 
are logged (either by recording electronically or by note-taking). the same processes 
repeated with a number of other interviewees and the results or findings can be 
compared with one another, categorized according to specific questions, and aggregated 
statistically. Usually, interviews are carried out by the researcher, face-to-face with his 
interviewee. However, the structured technique can be also carried out via e-mail or by 
telephone (kumar 1999). It is useful when the researcher has a clearly specified set of 
research questions that are to be investigated; the structured interview is designed to 
answer these questions (Bryman, 2001). The main advantages of structured interviews 
are to achieve a high degree of standardization or uniformity and ease of comparability. 
In addition, the researcher needs fewer interviewing skills than are necessary in the 
unstructured interviews. On the other hand, the major disadvantage of this type is the 
15 Database issued by Hermes (EFG), which is a famous financial analyst corporation providing financial 
services in Egypt. 16 An autonomous organization that is responsible for providing regular reports about the firms in the 
Egyptian market including some statistics about the annual sales, market share and growth. 
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missing of the opportunity of discovering important information, owing to the inflexible 
nature of this type of interview. 
Semi-structured and unstructured interviews are one step down from the structured 
interview. According to Sekaran (2003), the main purpose of the unstructured interview 
is to explore and probe into the several factors in the situation that might be central to 
the broad problem area. More clearly, the interviewer have in mind a number of 
questions that wished to put to interviewees, but which do not need to follow any 
specific, predetermined order. This type allows a certain degree of flexibility and allows 
for the pursuit of unexpected lines of enquiry during the interview. This technique can 
be helpful at the very beginning of a research, as unstructured sessions can open up 
avenues of investigation, including informal discussions, previously unthought-of. 
However, the answers and data gathered from such sessions are not comparable, as the 
content of each interview is likely to be very different, as there may be just a single 
question that the interviewer asks and the interviewee is then allowed to respond freely, 
with the interviewer simply responding to points that seem worthy of being followed 
up. Unstructured interviewing tends to be very similar in character to a conversation 
(Bryman, 2001). On the other hand, in a semi-structured interview, the researcher has a 
list of questions or fairly specific topics to be covered, often referred to as an interview 
guide, but the interviewee has a great deal of leeway in how to reply. Questions may not 
follow on exactly in the way outlined on the schedule. Questions that are not included in 
the guide may be asked as the interviewer picks up on things said by the interviewees. 
But, by and large, all of the questions will be asked and a similar wording will be used 
from interviewee to interviewee. To sum up, in both cases; unstructured and semi- 
structured, the interview process is flexible (Bryman, 2001). 
Questionnaire: we can consider questionnaire as a list of questions sent to specific 
individuals, who then respond. The questions should follow each other in a logical order 
(kumar, 1999). According to Sekaran (2003), a questionnaire is a pre-formulated written 
set of questions to which respondents record their answers, usually within rather closely 
defined alternatives. Questionnaires are an efficient data collection mechanism when 
researcher knows exactly what is required and how to measure the variables of interest. 
Questionnaires have many forms and types: 
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Open-Ended versus Closed Questions: Open-ended questions allow respondents to 
answer them in any way they choose. On the other hand, closed questions would ask the 
respondent to make choices among a set of alternatives given to the researcher. Closed 
questions help the respondents to make quick decisions to choose among the several 
alternatives before them. They also help the researcher to code the information easily 
for subsequent analysis. We can consider nominal, ordinal, Likert and ratio scale as 
closed questions. 
Positively and Negatively Worded Questions: instead of phrasing all questions 
positively, it is better to include sometimes negatively worded questions. This will 
reduce respondent to mechanically circle the points toward one end of the scale. 
Double-barreled Questions: a question that lends itself to different possible responses 
to its subparts. Such questions should be reduced and two or more questions asked 
instead. This type of questions would confuse the respondents. 
Ambiguous Questions: even questions that are not double-barreled might be 
ambiguously worded and the respondent may not be sure what exactly they mean. An 
example of such question is Recall-dependent Questions: some questions might require 
respondents to recall experiences from the past that are hazy in their memory. Answer 
to such questions might have bias. Leading Questions: questions should not be phrased 
in such a way that they lead the respondents to give the responses that the researcher 
would like or want them to give. Loaded questions: another type of bias in questions 
occurs when they are phrased in an emotionally charged manner. 
Observation technique: observation is in which one senses that certain changes are 
occurring, or that some new behaviors, attitudes, and feelings are surfacing in one's 
environment. Whereas interviews and questionnaires elicit responses from the subjects, 
it is possible to gather data without asking questions of respondents. People can be 
observed in their natural work environment or in the lab setting, and their activities and 
behaviors or other items of interest can be noted and recorded (Sekaran, 2003). There 
are two types of observation technique; first, participant, here, the researcher enters the 
organization or the research setting, and becomes a part of the work team (Sekaran, 
2003). Second, Non-participant observation which usually involves a passive role for 
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the researcher, who does not directly influence events, but observes interaction, which, 
is assumed, is unaffected by the researcher's presence (Grix, 2004). 
Documentary analysis: documentary evidence comes in all shapes and sizes, ranging 
from official and private documents to personal letters or memos. To some extent all 
these engage with specific texts or documents (Bell, 1993). 
The archival technique: archives vary a great deal across a wide range of different 
source materials. The main aim of using this type of method is to bring dead documents 
alive to shed light on specific events, personalities or policies. This is achieved by 
introducing them to a wider readership (Grix, 2004). 
Discourse analysis: this type of analysis uses special software packages to deduce 
and changes in language use by examining, electronically, a database or storing millions 
of words (Hoffman and Knowles, 1999). 
Print media: especially newspaper articles and reports are a popular source in 
researcher's projects. They can be a useful complement to interviews and statistics. If 
the researcher undertaking an historical study, newspaper reports can give a feel for the 
views and opinions of the printed press, or wider opinions they represented at that time 
(Grix, 2004). 
Focus group and semi-structured interviews are the main sources of data collection in 
this study. Using a focus group is valuable in supplying the researcher with useful 
information regarding the pharmaceutical industry in Egypt, in general, and the 
management accounting practices adopted by Egyptian pharmaceutical firms, in 
specific, as limited number of research investigating this issue exists. As a result the 
researcher will be able to fine tune the research problem, identify the research 
independent variables, formulate the research hypotheses, and design the interview 
guide. On the other hand, the semi-structured in-depth face-to-face interviews are 
essential to provide the researcher with more profound and insightful information 
regarding the problem under investigation, and to allow both quantitative and qualitative 
analysis to end with determining the in-firm contingent factors to the adoption of recent 
management accounting practices and how this affects the overall firms' performance. 
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As well as discussing the implications of the Egyptian economy on the pharmaceutical 
firms' performance. 
The next table is showing the advantages and disadvantages of the two types of data 
collection mode through interviews: 
Table 6.11: modes of data collection through interviews 
Mode of data 
collection 
Advantages Disadvantages 
-Can establish rapport motivate -Takes personal time. 
respondents. -Costs more when a wide geographic 
-Can clarify the questions, clear region is covered. 
Personal or face-to-face 
doubts, add new questions. -Respondents may be concerned about 
Interviews -Can read nonverbal cues. confidentiality of information given. 
-Can use visual aids to clarify -interviews need to be trained. 
points. -Can introduce interviewer biases. 
-Rich data can be obtained. -Respondents can terminate the interview at any time. 
-Less costly and speedier than -Nonverbal cues cannot be read. 
personal interviews. -interviews will have to be kept short. 
Telephone Interviews -Can reach a wide geographic -Obsolete telephone numbers could be 
area. contacted, and unlisted ones omitted 
-Greater anonymity than from the sample 
personal interviews. II 
Source: Sekaran, 2003. 
As a result personal face-to face interviews is found more suitable for this research due 
to the technicality of the information needed and the importance of getting interviewees 
to elaborate to obtain richer data, specially that this area is not previously tackled in 
other studies in Egypt. Besides, firms under study are only 20 firms, mainly located in 
Cairo and Alexandria, where the distance between the two cities is only 200 K. M. and 
the researcher already lives in Alexandria. 
6.5.3 Why Semi-Structured Interview? 
The interview is chosen as the main source of data collection for many reasons; 
First, the number of drug maker firms in Egypt is only 30 firms, as shown in 
chapter five, with only 20 representing more than 80% of the market. 
Due to the small sample size the interview is considered a suitable 
technique for data collection although statistical testing is conducted. 
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Second, by conducting interviews, the researcher would overcome potential 
methodological problems associated with surveys, in which the accuracy 
of responses must be questioned due to possible misunderstanding of 
definitions of concepts and the honesty and realism of responses (Walley 
et al., 1994). Therefore being in a better position during the interview to 
clarify doubts and answer any inquiries the interviewees may have, thus, 
ensuring that the responses are properly understood and answered. 
Moreover, many ideas can also be brought to the surface during the 
interviews (Sekaran, 2003). 
Finally, in a country like Egypt that lacks the basic research infrastructure, 
the response rate to a questionnaire would be very low, and the data 
collected through one-to-one interviews would be more reliable than 
mailed questionnaires. 
6.6 Population and Sample Size 
6.6.1 Population 
Population refers to the entire group of people, events, or things of interest that the 
researcher wishes to investigate (Sekaran, 2003). The population in this study is all 
pharmaceutical firms in Egypt with manufacturing facilities. 
6.6.1.1 Why Egyptian Pharmaceutical firms? 
Business management and accounting practices are relatively weak in most developing 
countries in contrast to those in the industrialized world (Lin and Yu, 2002). Although 
firms from developing countries are accounting for increasingly larger portions of the 
global economy in the new millennium, they have not been studied as frequently as 
their counterparts in developed countries. It is helpful to analyze the factors associated 
with going global for these new world competitors (sledge, 2007). 
In the last few years, Egypt, as an example of developing, Arab country, has faced 
several economic and political changes, like economic reform program, privatization, 
and re-establishment of capital market, as described in more details in chapter five. 
These changes are associated with dramatic changes in forging organization 
104 
characteristics, structures, and processes. Therefore, studying the "inside the firm" 
contingent factors to changes in management accounting systems in the Egyptian 
manufacturing firms, would add to the body of knowledge in this area; the state of 
management accounting practices and evolution in developing countries. 
According to Sledge (2007), there is much evidence that firms from developing nations 
are making significant inroads into the global economy, as indicated by Fortune 
Magazine's Global 500, which ranks the largest corporations in the world by revenues. 
In 1990, no firms from the developing world were listed in any of the world's top 
business listings. Yet in 2005, a record 9 firms from developing countries were in the 
Fortune Global 100 and 57 were listed in the Fortune Global 500. This makes nearly I 
in 10 firms from the developing world a part of this elite list. The ranking shows that in 
2005, revenues of the firms from the 10 largest developing economies totaled $1,631.5 
billion; approximately 10% of firm revenues form the 10 largest developed economies, 
which amounted to $16,073.7 billion. Additional verification of the increasing market 
power of firms from developing countries comes in the form of frequent references in 
business textbooks and the popular press (Sledge, 2007). This fact increased the need 
for more research investigating the factors affecting the development and adoption of 
recent management accounting practices in firms from developing countries. 
According to Farouk (2005), Egyptian manufacturing organizations still retain and 
believe in the benefits derived from using traditional practices, and they fit well for their 
unstable economy. In her cross sectional analysis, of management accounting practices 
adopted in Egyptian manufacturing organizations and how these practices relates to 
organizations' performance, the pharmaceutical industry sector was ranked the highest 
performing industry at a percentage of 91%, followed by the building materials, 
refractory and cement sectors, then the food and beverage sector, and at the end the gas 
and mining sector. As for the remaining sectors, they show low percentages of high 
performing firms. 
Due to the diversified nature of different industries in different environments, that may 
dictate or limit the choice of such systems; the author has chosen to focus on the 
pharmaceutical industry in Egypt as a base describing a mature type of industry that is 
governed by strict health regulations in all countries. 
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Egypt's pharmaceutical industry is considered relatively mature with moderate growth 
rates, as shown with figures in chapter five. And as concluded by Farouk (2005), that 
the pharmaceutical sector in Egypt is very successful and promising, she also proved 
that this sector is an advanced industry sector in Egypt. This conclusion put the 
Egyptian pharmaceutical industry as an appealing industry for this study which is 
interested in contingent factors to the adoption of recently developed management 
accounting practices in Egyptian manufacturing organizations. A study, that needs to be 
applied on an advanced industry sector in order to reach some meaningful results. 
6.6.2 Sample 
A sample is a subset of the population, it comprises some selected members. In other 
words, some, but not all, elements of the population would form the sample (Sekaran, 
2003). By studying the sample, the researcher should be able to draw conclusions that 
would be generalized to the population of interest. Although in this research the 
population represents only 30 firms, but still the use of sampling was found to be more 
practical and time saving specially that personal, face-to-face interview is the main 
source of the study data collection. In addition to the fact that some of the firms are too 
small in size and still new in the business to be considered in this study, as will be 
shown in more details later in this chapter. 
6.6.2.1 Sampling techniques 
According to Sekaran (2003), there are two major types of sampling designs: 
probability and non-probability sampling. In probability sampling, the elements in the 
population have some known chance or probability of being selected as sample subjects. 
In non-probability sampling, the elements do not have a known or predetermined 
chance of being selected as subjects. Probability sampling designs are used when the 
representative ness of the sample is of importance in the interests of wider 
general izabi I ity. When time or other factors, rather than general izabi I ity, become 
critical, non-probability sampling is generally used. 
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6.6.2.2 Probability sampling 
Simple random sampling: in this type every element in the population has a known and 
equal chance of being selected as a subject. This sampling design has the least bias and 
offers the most generalizability. However, this sampling process could become weighty 
and expensive; in addition an entirely updated listing of the population may not always 
be available. 
Complex probability sampling: as an alternative to the simple random sampling design, 
several complex probability sampling (restricted probability) designs can be used. These 
probability sampling procedures offer a viable, and sometimes more efficient alternative 
to the unrestricted design. Efficiency is improved in that more information can be 
obtained for a given sample size using some of the complex probability sampling 
procedures than the simple random sampling design. The five most common complex 
probability sampling designs are 
I. systematic sampling 
2. stratified random sampling 
3. cluster sampling 
4. area sampling 
5. double sampling 
The systematic sampling design involves drawing every n th element in the population 
starting with a randomly chosen element between I and n. While sampling helps to 
estimate population parameters, there may be identifiable subgroups of elements within 
the population that may be expected to have different parameters on a variable of 
interest to the researcher. Stratified random sampling, as its name implies, involves a 
process of stratification of segregation, followed by random selection of subjects from 
each stratum. The population is first divided into mutually exclusive groups that are 
relevant, appropriate and meaningful in the context of the research. Then, a simple 
random sample is selected from each stratum. Group or chunks of elements that, ideal, 
would have heterogeneity among the members within each group are chosen for study 
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in cluster sampling. This is contrast to choosing some elements from the population as 
in simple random sampling, or stratifying and then choosing members from the strata as 
in stratified random sampling, or choosing every n Ih element in the population as in 
systematic sampling. When several groups with intra group heterogeneity and inter 
group homogeneity are found, then a random sampling of the clusters or groups can 
ideally be done and information gathered from each of the members in the randomly 
chosen clusters. The unit costs of cluster sampling are much lower than those of other 
probability sampling designs of simple or stratified random sampling or systematic 
sampling. However, cluster sampling exposes itself to greater biases and is the least 
generalizable of all probability sampling designs because the conditions of intra cluster 
heterogeneity and inter cluster homogeneity are often not met. 
The area sampling design constitutes geographical clusters. That is, when the research 
pertains to populations within identifiable geographical areas such as countries, city 
blocks, or particular boundaries within a locality, are sampling can be done. Thus, area 
sampling is a form of cluster sampling within an area. Area sampling is less expensive 
than most other probability sampling designs, and it is not dependent on a population 
frame. A city map showing the blocks of the city would be adequate information to 
allow a researcher to take a sample of the blocks and obtain data from the residents 
therein. A sampling design where initially a sample is used in a study to collect some 
preliminary information of interest, and later a sub-sample of this primary sample is 
used to examine the matter in more details, is called double sampling. 
6.6.2.3 Non-probability sampling 
Two main types of non-probability are Convenience sampling and Purposive 
Oudgment) sampling. Convenience sampling refers to the collection of information 
from members of the population who are conveniently available to provide it 
Judgment sampling on the other hand, involves the choice of subjects who are most 
advantageously placed or in the best position to provide the information required. It is 
the only viable sampling method for obtaining the type of information that is required 
from very specific pockets of people who alone possess the needed facts and can give 
the information sought. 
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The sample for this study is mainly based on non-probability, purposive sampling, 
where the top twenty pharmaceutical firms operating in Egypt, as measured by their 
annual sales figures, are chosen to be the sample to be interviewed in this study. 
Reasons behind this choice are shown below. 
Egypt's pharmaceutical industry is comprised of a total of 30 pharmaceutical companies 
till the end of 2006 (Egypt pharmaceutical and healthcare report, 2006). 20 major firms 
were selected from among the 30 pharmaceutical firms in Egypt. This sample is a good 
representation of the pharmaceutical industry in Egypt because they are the most 
effective and largest (determined by the sales value of each company), as the other 
unconsidered companies are too small to fit in the investigation with the other 20 
selected firms. Table (6.1) shows a quick comparison among the 30 firms with respect 
to the amount of their annual sales. This means that the investigation in this study is 
based on a sample that is more than 50% of the entire population where the selected 
sample represents 89.58% of the total sales of pharmaceutical firms in Egypt and this is 
considered a good sample size to represent the population. As the remaining 10 firms 
are relatively too small and not significant to the entire population therefore 
interviewing the rest 10 would be a waste of time for the researcher since the whole 10 
does not exceed 10% of the whole population total annual sales. It is then clear that the 
size of the not interviewed firms is relatively too small to be included in the study. 
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Table 6.2: The 30 drug-makers' annual sales 
LE Sales 
Y/2005 
Rank 
LE Sales Y/2005 
Top 20 
LE Sales 
Y/2005 
Last 10 
The whole 
population 
1 549,042,296 115,271,000 
2 507,280,900 97,685,900 
3 461,245,304 57,210,400 
4 399,998,300 44,309,700 
5 356,488,300 43,738,300 
6 344,156,300 41,221,500 
7 311,540,300 34,730,400 
8 294,826,300 27,854,200 
9 209,409,100 14,860,500 
10 155,679,500 9,275,900 
11 76,487,500 
12 76,075,000 
13 75,435,800 
14 64,936,200 
15 61,747,800 
16 59,984,400 
17 56,004,500 
18 52,999,600 
19 44,730,000 
20 21,328,800 
Total 4,179,396,200 486,157,800 4,665,554,000 
Percentages 
to whole 
population 
0.89579 0.10421 
In order to fine tune the research problem, formulate the hypotheses to be tested, 
identify the research dependent and independent variables, and formulate the interview 
guide to be used in the interview process, a pilot study is conducted to assist the 
researcher in deciding the factors that need to be considered in the study, that best fits 
the Egyptian pharmaceutical environment. 
6.7 The Pilot Study 
A focus group is needed to identify the major variables of the problem that need to be 
tested from the practitioners' point of view. Along with what is found in the literature, 
this assisted in fine tuning the research problem and in the formation of the interview 
guide and finalizing the research hypotheses along with the dependent and independent 
variables. 
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6.7.1 Focus Group Definition and Selection 
As presented earlier in chapter five and a preceding section in this chapter, 30 
pharmaceutical firms are established in Egypt. And only 20 firms are chosen to be the 
sample of this study. From these firms, 6 major companies were invited to form the 
discussion group; since there are three types of firms in Egypt: State owned, privately 
owned, and multinationals, it is important to have each type represented in the selected 
group; therefore, the choice was made such that two are state-owned, two are privately 
owned, and two are multinationals. The two state-owned and two privately owned firms 
represent one newly established firm (within the past 5 years) and one older firm 
(established more than 5 years ago). The two multinational firms are chosen such that 
one is American and the other is European so that a better representation of different 
environments of the mother company is considered. However, only one state-owned 
company was present in the planned meeting, but, since all state owned firms apply 
similar systems and are administered similarly as imposed by the holding Company, one 
was a good representation of the rest. Finally, the focus group included the 
representatives of 5 firms. 
Since most of the discussion is intended to cover financial issues, the financial managers 
of these companies were invited. One of the firms' financial managers was also 
accompanied by the human resources manager. 
6.7.2 Meeting Setup 
A meeting was scheduled on Saturday at 10: 00 AM, which is a weekend day in Egypt 
for most companies to provide a non-interrupted space of time for the discussion. The 
meeting was held in the main meeting room of the College of Management and 
Technology of the Arab Academy for Science, Technology and Maritime Transport, 
where the researcher is a faculty member. 
The room was equipped with a data show and a computer connected to the net to 
provide the participants with a quick access to additional data or information when 
needed. The meeting was assembled on a U-shaped table to stimulate the interactive 
discussion required. A desk and a computer were located in the back of the room, facing 
the open end of the U-shaped meeting table where a professional clerk was to use for 
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note taking. This setup was meant to enable the note taker to not only record the 
detailed minutes of the meeting, but to also indicate a reference to the speaking person. 
Refreshments and light snacks were provided on a side table for the participants to use 
during the meeting that was planned to last for 2 to 3 hours. 
The researcher was to be seated on the table facing the front of the room to facilitate the 
use of the initial power point presentation and further access to the computer when 
I needed. 
6.7.3 Administration of the Meeting 
A general presentation was provided by the researcher at the beginning of the meeting 
welcoming the participants and identifying the process to be followed to insure 
maximum productivity and achievement of the objectives intended. 
The initial introduction was followed by a power-point presentation to introduce the 
research topic, the purpose of the study, and its objectives. This was followed by a 
precise description of the process to be followed in the discussion explaining how it will 
be moderated, so that each participant may contribute positively. Topics were to be 
presented to the participants to be discussed openly under the control and steering of the 
researcher to enhance the needed outcome of the discussion of each topic. That is, the 
discussion is intended to be moderated, topic-based, and open. 
The introductory presentation included an agreement on the definition of the 
terminology that might be used in the discussion, to avoid any misinterpretations or 
misunderstanding among participants. 
6.7.4 Focus Group Meeting Sessions 
The researcher grouped the points of interest drown from the problem definition and the 
previously identified main areas of investigation (section 6.5) under three main broad 
topics of discussion for ease of presentation. This was found to provide better focused 
attention to the points of discussion under consideration and allowed the researcher to 
better provide the analysis and conclusions for the use it is intended for. Accordingly, 
the meeting was designed in three sessions. 
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The first session covers the topic of "The Nature of Pharmaceutical Industry in Egypf'. 
The second session covers the topic of "Accounting Techniques". The last session 
covers the topic of "Performance Evaluation Measures and Processes". The following 
sections provide a brief discussion of each session separately followed by the 
researcher's concluded comments. 
6.7.4.1 Session I: Phannaceutical Industry in Egypt 
Briefof the Discussion 
The discussion started with an opening comment made by the researcher on the 
questionable effect of what signifies the Egyptian economy to firms functioning in 
Egypt. Varying remarks and debates were provided and exchanged among the 
participants who focused on the instable and fast changing environment that creates 
serious threats and challenges for businesses operating in Egypt. 
However, private investment firms' representatives stated that these threats are 
diminishing with the new government that passed new regulations to ease the effect of 
such challenges and threats. They further indicated that this is why new large private 
investments are increasingly appearing in all different industries in Egypt, and 
specifically in the pharmaceutical industry which used to belong mainly to state owned 
and multinationals firms. 
On the other hand, multinational firms' representatives indicated that the size and 
strength of their supporting mother company protect these investments from threats and 
provides them with a powerful set of procedures that allowed them to survive in any 
harsh environment. In particular, one of the representatives of the multinational firms 
said: 
"Egypt is relatively politically stable, as compared to other Middle East 
and African countries, which provides for a competitive geographical 
advantage, whilefor the otherfeatures of the Egyptian economy, wefind 
Egypt attractive in terms of the economicallyfeasible labor cost. " 
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The state firm representative added that the characteristics of the social environment in 
Egypt also contribute to the success of the pharmaceutical industry due to the increased 
demand of their products. He concluded, by explaining the effect of the increased 
diseases along with the low life standards in dense populated areas on the continuously 
increasing demand for medications and pharmaceutical products. A representative of 
one of the participating private investment finns agreed and added that the high rate of 
literacy contributes greatly to lack of general public awareness that promotes these 
diseases and magnifies the problem. 
A general discussion followed in agreement of the above by all participants, and further 
added that this also results in a noticeable booming industry with newly introduced 
companies sharing a market of very large annual sales. 
However, this also resulted in an increasing high competitive environment. This was 
agreed upon by all participants from the three different types of firms. The moderator 
accordingly asked the participants to comment on measures taken to face such sever 
competition. The state owned firm representative stated: 
"Our products are relatively cheap, so we are definitely competing with 
price " 
He also added that the ISO certification that most of the state owned firms acquired in 
the 90s became nowadays a strong competitive weapon especially in the international 
markets. This was also approved by the private investment firms. Accordingly, the 
moderator directed a question to the participants wondering if the ISO certification was 
only acquired for competitive considerations. A private investment firm representative 
indicated that it is in fact, but in addition to other issues like the impact it has on the 
organization of internal operations and processes. On the other hand, multinational firm 
representatives didn't approve this view, as they indicated that they don't have ISO 
certification, yet they are highly competitive. They explained that they achieve their 
competitive edge with the brand names and high quality products they are offering in 
the market, besides, the mother company organizes their internal operations. One of the 
multinational firms' representatives concluded sarcastically: 
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"Acquiring ISO is a waste of money" 
He further explained that global quality assurance standards are imposed on the 
pharmaceutical industry; therefore, there is no need for the ISO certification. 
Researcher's Conclusions 
9 All participants agreed that the pharmaceutical industry in Egypt is 
booming with an increased competition and large annual sales figures. 
* Multinational companies find that the Egyptian market is a promising 
environment due to the relatively economically feasible cost of labor. In 
addition the geographical location of Egypt in the Middle East, along 
with its relative political stability, makes it an attractive commercial 
center. 
The industry in Egypt is closely supervised and protected by strong 
governmental regulations through the Ministry of Health. These 
regulations govern procedures like registering a newly introduced 
product and pricing process. This is in addition to the global quality 
standards that have to be met by all firms in the industry. 
e Most firms applied and were awarded the ISO certificate (International 
Standardization Organization) with the exception of the multinational 
firms that have adopted different quality assurance programs followed by 
the mother company. 
* The ISO certificate was shown to have provided state and private 
investment firms with two main advantages: 
oA marketing tool to gain competitive advantage locally and 
internationally (regionally). 
o Meeting the ISO certificate requirements forces the organization 
to develop and follow a set of well defined tasks and procedures 
that enhance the overall internal operations, which paves the way 
for development. 
The Egyptian economy was recognized to represent many threats due to 
the instability and fast changing environment. However, due to the new 
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government lead by the current prime minister, who passed new 
ordinances and investment policies and regulations that provided 
additional protection and coverage. This is what provided the safe and 
stable environment to encourage local investors to establish large 
organizations. The size and strength of the multinational, allowed them 
to function in all conditions, and this is why they existed in the market 
prior to the privately owned companies. 
The large population provided a good promising market for this industry. 
The spread of diseases due to the high level of pollution, low education 
level, and poverty, contributed to the success of this industry in Egypt. 
6.7.4.2 Session II: Accounting Techniques 
Briefof the Discussion 
The second session started with a brief introduction of the point of focus for this 
session. A list of most commonly used accounting techniques extracted from the 
literature was already prepared by the researcher and a copy was distributed to each 
participant. (See for example: Chenhall and Langfield-Smith, 1998; and Farouk, 2005). 
This list comprises management accounting practices relating to either performance 
evaluation or planning, where the most recently developed techniques relates to those 
which are strategically focused. Performance evaluation practices are either financial 
measures, mainly traditional techniques, such as budgeting for controlling costs; return 
on investment; budget variance analysis and divisional profit, or non-financial 
measures, more recent techniques, such as balanced scorecards; customer satisfaction; 
employee attitudes; team performance and ongoing supplier evaluations. These items 
are the type of measures that may emphasize and be used to monitor areas of strategic 
importance (Lynch and Cross, 1992; and Chenhall and Langfield-Smith, 1998). 
Whereas, planning practices range from traditional techniques such as, budgeting for 
planning financial position; budgeting for planning cash flows; and budgeting to plan 
day-to-day operations, to strategical ly-focused techniques such as, total quality 
management; just-in-time; and flexible manufacturing systems (Bromwich and 
Bhimani, 1994; Chenhall and Langfield-Smith, 1998). In addition to a range of recently- 
developed techniques that are used for the purpose of linking operations to the 
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company's strategies and objectives. Those techniques include activity-based costing, 
value chain analysis, target costing, product life cycle analysis, shareholder value 
analysis and benchmarking (Chenhall and Langfield-Smith, 1998). This list is shown in 
the following table: 
Table 6.3: Management accounting practices used in the study 
Management accounting practices list 
Capital budgeting tools 
Performance evaluation ongoing supplier 
evaluation 
Budgeting for planning cash flows Cost-volume-profit analysis 
Budgeting to plan day to day operation 
Performance evaluation cash flow return 
on investment 
Budgeting for controlling costs Benchmarking of product characteristics 
Performance evaluation ROI Strategic plans developed with budgets 
Performance evaluation budget variance 
analysis 
Budgeting for compensating managers 
Budgeting to coordinate activities across 
business units 
Benchmarking within the wider 
organization 
Benchmarking of operational processes Absorption costing 
Performance evaluation non-financial 
measures 
Activity based budgeting 
Benchmarking of strategic priorities Benchmarking with outside organizations 
Benchmarking of management processes Variable costing 
Formal strategic planning Strategic planning separate from budgets 
Long-range forecasting Product life cycle analysis 
Perforinance evaluation divisional profit Activity based management 
Performance evaluation controllable profit Shareholder value analysis 
Product profitability analysis Performance evaluation residual income 
Performance evaluation balanced 
scorecard 
Activity based costing 
Performance evaluation customer 
satisfaction 
Operations research techniques 
Performance evaluation employee 
attitudes 
Value chain analysis 
Performance evaluation team performance Target costing 
Performance evaluation qualitative 
measures I 
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Participants were given enough time to take a look at it. The moderator then opened the 
discussion by asking the participants to comment on whether or not the techniques in 
the list are commonly used in Egypt. 
Only multinational firms' representatives were very much in agreement of most of the 
techniques in use. However, the private investment firms indicated that some of these 
practices are actually in use, and mentioned other practices that are under evaluation, 
such as balanced scorecard and activity based costing. While, State owned firm 
representative provided a significantly shorter list of techniques in use, where some 
other techniques has been recommended by his firm and other state owned firms to the 
holding company for evaluation and the rest he wasn't aware of. 
The participants agreed that the common practices among the five firms can be 
considered the traditional ones. So the moderator asked about the rest of the list if it 
would then be considered contemporary practices. This started a debate on what is 
considered recent and what is not. Some of the participants considered techniques that 
they just heard about as recent or techniques that were just introduced to the firms, and 
practices applied long ago in most all firms are considered traditional. While one of the 
multinational firms' representatives stated that some techniques are relatively recent but 
applied in firms already few years ago, or may be considered for application but not 
adopted yet. Other participants agreed with him that management accounting techniques 
can't be classified into just traditional; applied long ago, and recent; relatively new in 
the business environment. As a result, the discussion converged into a consensus to 
classify the list into three categories: traditional, moderate, and recent practices. This 
classification is consistent to great extent to that of the literature (Chenhall and 
Langfield-Smith, 1998). This classification is shown in the following table: 
Table 6.4: Management accounting practices categorization 
Traditional practices Moderate practices Recent practices 
Capital budgeting tools Budgeting for coordinating Benchmarking of strategic 
activities across business priorities 
units 
I Budgeting for planning cash I Benchmarking, of 
I 
Benchmarking of] 
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flows operational processes management processes 
Budgeting to plan day to Performance evaluation Formal strategic planning 
day operation non-financial measures 
Budgeting for controlling Performance evaluation Long-range forecasting 
costs customer satisfaction 
Performance evaluation Performance evaluation Product profitability 
ROI employee attitude analysis 
Performance evaluation Performance evaluation Performance evaluation 
budget variance analysis qualitative measures balanced scorecard 
Performance evaluation Performance evaluation on Performance evaluation 
divisional profit going supplier evaluation team performance 
Cost-volume profit analysis Budgeting for Strategic plans developed 
compensating managers with budgets 
Performance evaluation Benchmarking with Benchmarking within the 
cash flow return on outside organizations wider organization 
investment 
Absorption costing Performance evaluation Activity based budgeting 
residual income 
Variable costing Activity based costing Strategic planning separate 
from budgets 
Performance evaluation Product life cycle analysis 
controllable profit 
Benchmarking product Activity based management 
characteristics 
Shareholder value analysis 
Operations research 
techniques 
Value chain analysis 
Target costing 
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According to this agreed upon classification, multinational firms representatives 
indicated that this means they are the ones that are using most of the recently developed 
techniques. At this comment, the state owned firm representative added annoyingly: 
"The long procedures that are to be followed for an approval from the 
holding company, slows the adoption of recent techniques. In addition, 
not all recently developed techniques are beneficial and thus cannot be 
costjustifiable " 
At this final comment, the other participants agreed that of course the recently 
developed techniques are not necessarily beneficial nor cost justifiable. A multinational 
firm representative added that it all depends on the special and unique needs of each 
firm. A private investment firm representative provided additional considerations that 
need to be noted, namely, the importance of the firm's overall readiness to any proposed 
development or change. The moderator requested a more precise description of what is 
meant by "readiness". The financial resources availability, human resource capabilities 
and required training or recruitments, and computerization of the accounting system 
which is a pre-requisite to many recently developed practices' adoption, were the main 
variables mentioned by different participants identifying "firms' readiness". 
A representative of one of the multinational firms agreed on the above list of 
requirements, but clearly stated that the financial resources although a factor to be 
considered, but it's not a constraint because of the financial support provided by the 
mother company. Both representatives of the private investment firms agreed and 
explained that they too are well supported by the Industry Modernization Program 
(IMp)17 . The state-owned firm representative added that the holding company will also 
17 The Industrial Modernization Program is a comprehensive program that builds upon the results 
achieved by other less-ambitious programs such as the Private Sector Development Program (PSDP) 
which was implemented in cooperation with the European Union as a pilot program for enterprise 
upgrading during the period from 1997 till 2002. A detailed discussion of IMP is presented in Chapter 5. 
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provide them with the required funds, but only when the cost for change is fully 
justified. 
On computerization, the state firm representative commented that most state owned 
firms have started recently to computerize their accounting systems, following a plan set 
by the holding company, to be able to exercise control over all of its subsidiaries. 
Therefore, all state owned firms are not yet fully computerized. However, the manual 
accounting system will continue to function in parallel. A multinational firm's 
representative clarified that this is what is in effect in all companies functioning in 
Egypt to fit some governmental regulations, such as taxation and pricing purposes. 
Researcher's Conclusions 
9 The identified list of accounting practices discussed by the participants, 
matched to a great extent the list of accounting practices surveyed in the 
literature. 
* Participants agreed on a classification of the list of management accounting 
practices into three categories that are to be used by the researcher during the 
study to evaluate the state of management accounting practices in the sample 
firms. The three categories are: 
-Traditional 
-Moderate 
- Recent 
* The common use of traditional practices among all three types of firms' 
participants triggers the importance to further investigate the importance of 
such techniques. 
They commented that recent techniques are important, but not all will 
contribute to the success of the firm and therefore the cost of their 
introduction cannot be always justified. 
9 Multinational firms are adopting the highest number of recent practices. Some 
of these practices are also being adopted by private investment firms. On the 
other hand, the adoption of recent practices in state-owned firms is much less 
than the other two types, because any major change takes a relatively long 
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period of time due to the needed approval of the holding company, which 
explains why state-owned firms are behind the other two types, from the point 
of view of their representatives. 
* All agreed that computerization, as opposed to manual systems; facilitate the 
adoption of most recent accounting practices. 
9 Computerization is introduced in all firms but state-owned are still not fully 
computerized, however, they are in the process of completing the 
computerization of the entire system. 
e It was found that the manual system is still running in parallel to the 
computerized system due to local governmental regulations that require the 
development of a manual reporting system. 
e State-owned firms are all in the same level of computerization because 
computerization and use of accounting packages was imposed by the holding 
company to enable control over all the subsidiaries. 
* Financial resources were not found among the discussed constraints that limit 
the use of computerized systems nor the adoption of recently developed 
accounting techniques. 
* It was agreed by all participants that human resource development is a pre- 
requisite and an important requirement to any adoption of advanced 
techniques to cope with these techniques in a way that ensures its successful 
implementation. 
* External regulations imposed by the regulatory system of Egypt are imposed 
on all firms, therefore, it will not be considered as a factor. Some traditionally 
generated reports are compulsory for taxation purposes. On the other hand, 
the ministry of health requires the use of certain forms and methods to govem 
the pricing process. 
6.7.4.3 Session III: Performance Measures and Processes 
Brief of the Discussion 
The moderator opened the discussion by presenting a brief list of different financial and 
non-financial performance measures collected from the literature and requested the 
participants to comment on the usefulness of such measures in their firms. 
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A multinational firm representative mentioned a list of varying performance measures 
that are used to serve different needs in different situations, such as, unit's profitability 
to evaluate the performance of its manager, and product's profitability, to evaluate the 
contribution of a given product to the firm's profitability. A representative from one of 
the private investment firms also explained that in addition to these measures, some 
important non-financial measures are needed especially in evaluating the performance 
of the personnel, like the need to evaluate the relationship between the medical 
representatives and the customers, or the need to establish an indication of the efficiency 
of the employees. The rest of the participants agreed that a mix between financial and 
non-financial measures is a must to properly evaluate firms' performance. However, a 
multinational firm representative mentioned that although customer relationship 
marketing is essential for the success of the firm, but most of the marketing issues are 
nowadays passed to specialized agencies that are more aware of the special 
characteristics of each market. 
A private investment firm representative also provided a discussion on the importance 
of employees' efficiency to avoid the severe effect of inefficient operations on the 
overall firm's progress and success. He then added that this especially important in 
developing countries given the known characteristics of these countries of high 
unemployment rates and low productivity measures. 
The moderator then commented that the mentioned measures are to evaluate specific 
areas in a firm, and asked about the commonly used measures of a firm's overall 
success. A private investment firm representative indicated: 
"If we're talking about the overall firm performance, then we have to 
consider the firm's market share as calculated by their annual sales' 
figures " 
The sate-owned firm representative noted here that pharmaceutical firms all over the 
world are ranked according to their total annual sales' figures. A multinational firm 
representative added that ranking based on sales' figures is done locally, in each 
country's market, and globally among multinational firms. The state-owned firm 
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representative added that a firm's success is not only measured in terms of how it ranks 
among other competing companies, but also in how a year's sales' figures compare to 
the previous years' figures. A private investment representative commented: 
"Of course, annual sales' growth rate is an important indicator of the 
firms' ongoing success " 
The participants agreed that these measures are crucial indicators of a firm's success. A 
multinational firm representative commented that other measurements of performance 
are also of importance. He mentioned return on investment (ROI) as an example of such 
important measures. The discussion revealed that ROI is also used by almost all of the 
firms. A debate on the importance of different financial and non-financial measures 
took place but not to the extent of providing a focal point of agreement or an added 
especially relative importance to additional measures. Accordingly, the moderator 
concluded the discussion on performance measures. 
Researcher's Conclusions 
9 The mix between financial and non-financial measures of performance is 
found to be of a great importance. 
9 Pharmaceutical firms are ranked locally and globally according to their 
annual sales' figures. 
9 Sales growth rate is an important indicator of firms' success. 
* Most firms passed some marketing functions to specialized agencies. 
9 Employees' efficiency is of special importance due to its contribution to 
firms' success; therefore, it must be measured and used as an indicator of the 
overall firm's performance, especially in a developing country like Egypt. 
The focus group conducted presented in the preceding section, along with the literature 
survey conducted, assisted the researcher in deciding on the research variables, in 
finalizing the hypotheses formulation, and in designing the interview guide that will be 
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used by the researcher in the semi-structured interviews conducted, which is the main 
source of data collection used in this research. 
6.8 Research Hypotheses 
Research hypotheses represent the expectations on the relationships between the 
variables of the study when translated literally (Sekaran, 2003). 
The first phase of the research problem of this study, which is concerned with the firms' 
internal contingent factors to the adoption of recently developed management 
accounting practices in the Egyptian pharmaceutical industry, can be investigated by 
developing the following hypothesis: 
HI: There is a relationship between firms' characteristics and the management 
accounting practices adopted by thefirm 
To test this hypothesis, five firms' characteristics are chosen'8 by the researcher, 
inspired by preceding work in this area as found in the literature, along with the focus 
group discussion and conclusions as shown earlier in this chapter, to be tested for their 
expected contingent effect on the adoption of recent management accounting practices. 
Those characteristics are: firm size; human resources development plan; level of 
computerization; ISO certificate acquisition; and firm ownership type. In order to test 
the relationship between each of those mentioned variables and the adoption of recent 
management accounting practices, the following sub-hypotheses are developed: 
H1.1 The larger thefirm size, the more recently developed management accounting 
practices it adopts. 
HI-2 Firms with better human resources (HR) development plans are adopting 
more recently developed management accounting practices. 
'a Reasoning behind the choice is provided in details in section (6.8.2). 
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HI-3 Firms with higher computerization level adopt more recently developed 
management accounting practices. 
HI-4 Firms with ISO certification adopt more recently developed management 
accounting practices. 
HI. j There is a relationship between thefirms'ownership type and the adoption of 
more recently developed management accounting practices. 
The second phase of the research problem, which is concerned with the relationship 
between the adoptions of recently developed management accounting practices and the 
overall firms' performance, is investigated by developing the following hypothesis that 
best represents such relationship: 
H2: There is a relationship between the adoption of recent management accounting 
practices and the overallfirms I performance. 
In order to test this relationship, there must be a measure or more of the overall firms' 
performance. Two measures, one financial; average annual sales growth and the other 
non-financial; employee productivity, are chosen by the researcher to represent 
Egyptian pharmaceutical firms' performance. This choice is based mainly on the 
suggested performance measures in the focus group conducted and summarized earlier 
in this chapter, in addition to the support for the usefulness of these two measures from 
the literature19. Accordingly, the following two sub-hypotheses are developed: 
H2.1 Firms adopting recently developed management accounting practices have 
higher average sales growth rate. 
H2-2 Firms adopting recently developed management accounting practices have 
better employee productivity. 
'9 More details about the two financial measures used in the research are provided in section (6.8.2) of 
this chapter. 
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6.8.1 Framework Design 
Inspired by the work of Haldma and Ldats (2002), along with the findings of the focus 
group, and the formulation of the research hypotheses, the research framework (Figure 
6.3) is developed. The researcher is interested in this study in the internal factors On- 
firrn factors) that can have an effect on the adoption of more recently developed 
management accounting practices, and if such practices would affect the overall firms' 
performance. 
Khandwalla (1977) argued that the so-called contingency theorists, like systems 
theorists, give a great deal of weight to the interface between the organization and its 
environment. Organizational effectiveness is, therefore, dependent on a matching 
between the type of technology, environmental volatility, the size of the organization 
and the features of the organizational structure and its information system. Many studies 
covered external contingent factors, such as enviroru-nental uncertainties (Waterhouse 
and Tiessen, 1978; Otley, 1980; Hirst, 1981; Govindarajan, 1984; Jauch and Kraft, 
1986; Mathews and Scott, 1995); competition (Khandwalla, 1972; 1973; Langfield- 
Smith, 1997; Donaldson, 2000; Nahm and Vonderembse, 2002). However, this study is 
conducted in Egypt; an Arab developing country located in the Middle-East area, where 
environmental uncertainty stems form political fluctuations (Kattan et al., 2007). In 
addition the study is conducted on pharmaceutical firrns operating at the present time, 
where relatively stable political environment persist. Therefore, internal firms' 
characteristics are expected to be more influencing on the different levels of adoption of 
recently developed management accounting techniques in the sample firms. While the 
effect of changes in the external environment is, somewhat, neutralized, since all firms 
under study work in the same political environment, under same cultural believes in the 
society, and facing same competitive environment. In a longitudinal study, investigating 
the changes in the adoption of recent management accounting practices over a period of 
time involving considerable political, and consequently, environmental changes, the 
effect of the external environment on the adoption of recent management accounting 
practices would have been considered, as being more significant in such case. 
Moreover, in the study conducted by Kattan et al. (2007), which was concerned with the 
determination of the effect that external factors have on the design and implementation 
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of management accounting systems in a developing economy, namely, Palestine; an 
also Arab developing economy in the Middle-East area, thus, relatively similar to the 
Egyptian culture, it was apparent that changes in management accounting control 
systems were not much influenced by external environment uncertainty, on the other 
hand, some important factors that led to change in management accounting control 
systems were identified such as; the ISO certification, the expansion of the operations, 
the availability of computers, the experience of the owner manager and the level of 
education of both the manager and employees of the accounting department. 
Accordingly, it has been concluded that the decision to go for more recently developed 
management accounting practices in firms from developing countries would more likely 
be affected by the in-firm, internal factors. Therefore, only internal factors are 
considered for the purpose of this study as represented in the study framework that 
follows: 
Figure 6.3: Framework of the study 
In-firm continent 
factors 
- Firm size 
- HR development 
plan 
- Level of 
Computerization 
- Acquiring ISO 
certification 
- Ownership type 
----------------------- 
Adoption of Recent 
Management 
Accounting Practices 
...................... 
Firms' Performance 
Sales average 
growth rate 
Employee 
productivity 
This framework is an adaptation of previous frameworks used in studies conducted in 
the field of management accounting systems (see for example; Otley, 1980; Bhimani, 
1993; Selto et al., 1995; Chenhall, 2003; Haldma and Uats, 2002; and EI-Gendy, 2004). 
All these studies claimed that contingency theory is the suitable framework to 
management accounting studies. 
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6.8.2 Research Variables 
6.8.2.1 Firm size 
In the literature that deals with the contingency perspective, size is seen as one of the 
elements of the organizations context that has been investigated as decisive for 
organizational structure (Franco-Santos and Boume, 2005). Research has shown that 
size is one of the main factors in predicting organizational control strategies (Child, 
1973). Kapuge and Smith (2007) conducted a study that focused on the implementation 
of management accounting innovations, namely total quality management (TQM), 
among apparel companies in a developing country; Sri Lanka, to determine the impact 
on business strategy, management practices and performance reporting. Difference in 
size between TQM and non-TQM apparel companies indicated that the TQM 
companies were significantly larger than non-TQM companies. 
There is also considerable evidence from the literature, that adoption rates of recently- 
developed management accounting practices (particularly activity-based costing) are 
much higher in larger firms (Drury and Tayles, 1994; Innes and Mitchell, 1995; 
Bjornenak, 1997). Another study conducted by Chenhall and Langfield-Smith (1998) to 
identify the extent to which Australian manufacturing firms have adopted certain 
traditional and recently developed management accounting practices, provided evidence 
that the majority of large Australian firms have adopted a range of management 
accounting techniques that emphasize non-financial information, and take a more 
strategic focus. 
Joshi (2001) conducted a case study in India, to examine the management accounting 
practices in a sample of 60 large and medium size manufacturing companies. Size is 
found to have an influential factor in the adoption of the newly developed practices. 
A reason for these findings is found in organizational theory researches; it is well 
established that increased organizational size leads to an increased complexity of tasks; 
this will lead to extensive differentiation, as a consequence, to respond to increased 
difficulties of integration, more sophisticated integrative mechanisms are developed, 
including information systems, such as management accounting innovations (Lawrence 
and Lorsch, 1967; Galbraith, 1973; Blau et al., 1976). 
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Another reason for large firms being relatively high adopters of recently-developed 
management accounting practices is their relatively greater access to resources to 
experiment with administrative innovations (Innes and Mitchell, 1995; Chenhall and 
Langfield-Smith, 1998). As large organizations may have more resources for the 
development of innovations, it seems likely that they will experiment more with 
innovative accounting systems. 
That's why the researcher decided to test the effect of size on the adoption of recently 
developed management accounting practices as proved from the literature to be in a way 
or another related to the decision of adopting new techniques generally, and recent 
management accounting practices specifically. Size can be represented by different 
measures, for example, Hall (1997) stated that certainly there is no single ideal measure 
of a concept as broad as the organizational size. However, the two most common 
measures are employment (number of employees) and firm assets (capital). In the 
contingency-based studies, there is evidence that the most common measure for 
organizational size is the number of employees; studies that address management 
practices or organizational behavior are interested in the effect of number of people on 
different factors such as human relationships and administrative control mechanisms 
(Hopkins, 1988). On the other hand, in a study conducted by Lamminmaki and Drury 
(2001), which presented a comparison of product-costing practices employed by New- 
Zealand manufacturers with those employed by UK manufacturers, size has been 
measured in terms of annual sales figures. 
Therefore, both employees' headcount and annual sales figures will be used as measures 
of size. Another measure of size that will be used in the analysis is the number of 
products produced by each firm, because of the importance and the implication of this 
measure in the pharmaceutical industry, and its regulations. 
6.8.2.2 Human Resources development plan 
Although no previous work conducted on this topic and research area suggested the 
human resources development plan to be a contingent in-firm factor to the adoption of 
recently developed management accounting practices, but the pilot study conducted 
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revealed a consensus between all participants in the focus group on the importance of 
personnel competency and qualification before deciding on the adoption of any recent 
practice. Therefore, it is chosen to be one of the contingent factors to be tested in this 
study, especially since Egypt, a developing country with relatively low education level 
and high literacy rate, as compared to developed country, is the context of this study. 
This choice would add to the importance of this study because it is the first time this 
factor is considered in the adoption of management accounting innovations studies, 
especially in economies in transition. 
6.8.2.3 Computerization level 
Since the use of computerization in accounting systems is a pre-requisite to the use of 
an accounting software, and since both are considered a sign of the adoption of new 
techniques and a firm coping with technological changes and ready for change, it can be 
assumed that a firm keen to substitute its manual system with computerized system and 
to introduce some accounting software will be also keen to adopt recently developed 
management accounting techniques as part of its development program. 
A study conducted by Hyvonen, Jarvinen, and Pellinen (2006), indicates that 
standardized cost accounting software packages may be useful not only because of their 
superior data processing properties and technical efficiency, but also because of their 
usability in overcoming resistance to change. The study also highlighted the importance 
of ready-made software packages in the successful implementation of the changes 
needed in the management accounting systems of large organizations. Thisý study 
supports the view of Granlund and Malmi (2002), that off-the-shelf software packages 
can be efficient drivers form management accounting change since they can be viewed 
as best practice standards that create trust in the new systems. 
In the same vein, Goonatilake, Jayawardene, and Munasinghe (1998), conducted a case 
study on ten Seri-Lankan manufacturing enterprises. And they provided evidence that 
developing countries industrial competitiveness can be enhanced through appropriate 
computer application. A debate goes on as to how best the developing countries should 
benefit from the ongoing computer revolution, since it is inevitable that in the emerging 
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global competitive environment, enhancing enterprise competitiveness is the key for 
survival and growth. 
This explains the importance of testing the relationship between the computerization of 
the accounting systems and the adoption of recently developed management accounting 
practices, as the existence of a computerized system would facilitate and encourage the 
adoption of recent management accounting practices specially the ones with accounting 
software application packages. In addition to the importance of knowing the 
computerization level in firms functioning in a developing country and testing its effect 
on the adoption of recently developed management accounting practices, since 
computerization is not common in developing economy as it is in developed countries. 
6.8.2.4 Acquiring the ISO Certification 
The standardization of intangible issues, like management systems is relatively recent, 
starting from the need for purchasers, particularly large or multinational ones, to satisfy 
themselves as to the methods used by suppliers, in an attempt to ensure consistent 
quality. The standard (ISO 9001/2) is now seen more as a marketing tool than a quality 
tool. There is much survey evidence that a majority of companies using ISO 9001 do so 
because of the "marketing" benefits assumed with a "certified" company (Burgess, 
1999). Most of the firms investigated in the study approved the same concept, since all 
of the firms were keen to get the (ISO 9001/2) for the same reasons, except for some 
multinational firms, which had other quality assurance procedures following the mother 
company. 
On the other hand, ISO 14001 was introduced in September 1996. That is an 
international standard for environmental management systems. It has gained wide 
recognition among businesses, much like its sister standard on quality management 
systems, ISO 9000 (Barisal and Bogner, 2002). No clear rules which firms want to apply 
for ISO 14001, but of course some industries, like chemicals, would make a pressure on 
the fin-ns to want to apply. In Barisal and Bogner (2002), an ISO 14001 certification is 
based on the principles of continual improvement: scope, plan, implement, check, and 
correct. The first step in setting up such a system requires that a firm identify all its 
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environmental aspects, which are defined as interactions between the firm and the 
environment, and the pertinent environmental regulations. 
There is no clear evidence in the literature if there is a relationship between the firm 
application of either type of ISO certification and the firm's decision to apply recently 
developed advanced management accounting practices, and if the date of applying for 
the ISO is significant in the relation. In other word, are firms getting the ISO certificate 
recently, supposed to be more advanced in there accounting systems, or firms who got 
ISO certificate before the others are supposed to have more stable system and more 
advanced accounting practices, since they are aware of the need for change long time 
ago before their competitors? Nevertheless, Kattan et al. (2007), in their study 
concerned with the determination of the effect that external factors have on the design 
and implementation of management accounting systems in Palestine, a developing Arab 
country, concluded that the ISO certification is an important factor that led to change in 
management accounting control systems due to documentation requirements of the ISO 
certification. 
The researcher will follow this view, assuming that the acquisition of ISO certification 
associated with specific documentation requirements, reflects awareness of new 
techniques, those include management accounting practices as well, and consequently it 
is expected that the oldest the better. For this reason, the acquisition of the ISO 
certification is considered one of the in-firm factors to be studied in this research with 
the aim to enrich the literature with some findings regarding this issue. 
6.8.2.5 Ownership Type 
Ownership type is considered by the author as a contingent variable that is expected to 
have an effect on the management accounting practices adopted by the firms under 
study, because the author suspects that the ownership type would have a direct effect on 
the management style and decisions. This factor was widely discussed in the literature 
(Purcell and Grey, 1986; Purcell, 1987; Fowler and Fowler, 1996; Biddle, 2005; 
McGuire, 2005; Connolly, 2006). 
The expected effect of the difference of ownership type on the adoption of recently 
developed management accounting practices is supported by the pilot study conducted 
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earlier in this study on the three different type of ownership that exists in the Egyptian 
pharmaceutical industry: multinational; private investment and state-owned, in addition 
it is supported by the literature. 
For example, in an attempt to investigate reasons for the adoption or non-adoption of 
new accounting methods in small/mcdium-sized UK manufacturing enterprises, Walley 
et al. (1994), discover that of the primary reasons is the ownership type and history of 
the firm. One of the most unexpected findings from the survey was the influence of 
ownership upon the design of management control and costing systems. Moreover, in 
three cases, changes in ownership or leadership resulted in significant redesign of 
control systems and it was clear from the cases that p proportion of the firms would not 
adopt more sophisticated accounting systems unless the companies were sold to 
conglomerates. 
Also, in the study conducted by Ghosh and Chan (1997) to find out the state-of-art of 
management accounting in Singapore companies, it was confirmed that MNCs 
continued to enjoy an edge over local/regional companies in their management 
accounting practices. This proves the effect ownership type might have on the state of 
management accounting practices in use by the firm. 
In the same vein, Yazdifar and Tsamenyi (2005), contributed to the debate of 
management accounting change and the changing roles of management accountants by 
providing evidence from a sample of management accountants working in both 
dependent and independent organizations in the UK. It was earlier hypothesized that 
significant differences would exist in the perceptions between the two groups. Also, 
Vamosi (2003) applied the institutional theory ta Hungarian, previously government- 
owned and production-oriented transition company, but today privatized Hungarian 
Production Company. 
Another study conducted by Wu, Boateng and Drury (2007) that analyzes the adoption, 
perceived benefits, and expected future emphasis of western management accounting 
practices in Chinese state owned enterprises (SOEs) and joint ventures (JVS), finds that 
the level of adoption of management accounting practices is most influenced by 
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ownership type of the enterprise (JV or SOE). For example, JVs, with a foreign partner, 
tend to adopt more Western management accounting practices compared to SOES. 
Since the Egyptian pharmaceutical firms are divided into three categories: private 
investment firms; multi-national firms; and state owned firms, thus, the effect of the 
difference in the ownership type and consequently, the management style, on the 
adoption of recently developed management accounting practices, is found important to 
be studied, since firms' strategy was always found an important factor to organizational 
change (see for example Miles and Snow, 1978; Porter, 1980; Dent, 1990; Brignall and 
Ballantine, 1996; Langfield-Smith, 1997; Ittner and Larcker, 2001) and the strategy can 
be considered a function of the ownership type. 
6.8.2.6 Management accounting practices 
Management accounting practices are considered the dependent variable in the first 
phase of this study and the independent variable in the second phase. A list of 41 
management accounting practices is prepared 20 based on the list provided in the 
literature by Chenhall and Langfield-Smith (1998) and then adopted by Farouk (2005). 
According to Chenhall and Langfield-Smith (1998) and Farouk (2005) this list of 
management accounting practices is classified as relating to either performance 
evaluation or planning, where the most recently developed techniques relates to those 
which are strategically focused. Performance evaluation practices are either financial 
measures, mainly traditional techniques, such as budgeting for controlling costs; return 
on investment; budget variance analysis and divisional profit, or non-financial 
measures, more recent techniques, such as balanced scorecards; customer satisfaction; 
employee attitudes; team performance and ongoing supplier evaluations. These items 
are the type of measures that may emphasize and be used to monitor areas of strategic 
importance (Lynch and Cross, 1992; and Chenhall and Langfield-Smith, 1998). 
Whereas, planning practices range from traditional techniques such as, budgeting for 
planning financial position; budgeting for planning cash flows; and budgeting to plan 
day-to-day operations, to strategical ly-focused techniques such as, total quality 
management; just-in-time; and flexible manufacturing systems (Bromwich and 
20 See table 6.3 in section 6.7.4.2 
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Bhimani, 1994; Chenhall and Langfield-Smith, 1998). In addition to a range of recently- 
developed techniques that are used for the purpose of linking operations to the 
company's strategies and objectives. Those techniques include activity-based costing, 
value chain analysis, target costing, product life cycle analysis, shareholder value 
analysis and benchmarking (Chenhall and Langfield-Smith, 1998). 
The preceding literature concerned with management accounting practices classification 
as traditional and recently developed techniques, along with suggestions of financial 
managers during the focus group conducted earlier in the pilot section of this study, are 
considered the basis for the researcher classification of the list of management 
accounting practices into three categories2 : traditional, moderate, and recent practices, 
for the sole purpose of this study. This categorization will be used for weighting" firms 
with respect to the advancement of their management accounting systems in the 
statistical analysis conducted in the following chapter, to enable the measurement and 
comparison of the recently developed management accounting practices in firms under 
study. 
6.8.2.7 Annual Sales Growth Rate 
Annual sales growth rate is the dependent variable in the first sub-hypothesis of the 
second hypothesis. It is a measure of firm performance to test the effect of the adoption 
of management accounting practices over the overall firm performance. This choice was 
supported by the focus group conducted in the pilot part of this study, as sales growth 
was found of great importance to all firms' type to measure firms' success especially in 
the phan-naceutical industry. Moreover, the choice of annual sales growth as a financial 
measure of performance in this study stemmed from the broad literature; For example 
Sledge (2007) assessed performance using five year averages of 2000-2004 sales 
growth rates when the author was comparing the performance of multinational 
corporations from developing and developed nations in the new millennium to consider 
the effect of globalization. Annual sales growth is calculated using firms' annual sales 
figures over a six-year period (2001-2006). 
21 See table 6.4 in section 6.7.4.2 
22 Weights assigned to management accounting practices for statistical analysis purpose is presented in 
chapter 7. 
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6.8.2.8 Employee productivity 
Employee productivity, as a measure of firm efficiency, is the other dependent variable 
in the second sub-hypothesis of the second hypothesis as a second measure of 
performance. So, the effect of adopting recent management accounting practices on 
employee efficiency is tested, as a non-financial measure of performance. Employee 
efficiency is calculated by dividing the firms' annual sales, for each of the six years, by 
the employees' headcount, this would result in each employee contribution to sales, and 
then an average for the six years is calculated for each firm. 
The choice of this variable to be used as a measure of firms' performance is based 
mainly on the perceived importance of employee efficiency for the firms' success as 
mentioned and stressed by all participants in the focus group due to employee 
productivity problem associated with developing countries characteristics, which in 
their opinion would probably affect the overall firm performance. 
Also, some support from the literature is provided to the author since the effect of 
employing management accounting systems or concepts on the firm's efficiency is 
explicitly mentioned by Ghosh and Chan (1997) as they said: "one of the most 
important tools in improving the efficiency of a company's operation is to employ a 
management accounting system or concept. " This thus contributed to the need to 
measure the effect of adopting recently developed management accounting practices on, 
particularly, efficiency. 
6.9 Interview process 
In order to conduct a number of interviews, an interview guide 23 was developed to 
guarantee a systematic and a consistent way in carrying out these interviews. While 
forming the interview guide, the researcher was keen to make sure that the conclusions 
drawn from the focus group, already conducted, are put in consideration, in addition to 
23 The interview guide is available in the appendices 
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the basic elements in the preparation of the interview guide as suggested by Bryman 
(2001): 
Create a certain amount of order on the topic areas, so that your questions 
about them flow reasonably well, but be prepared to alter the order of 
questions during the actual interview; 
* Formulate interview questions or topics in a way that will help you answer 
your research questions (but try not to make them too specific); 
* Try to use a language that is comprehensible and relevant to the people you 
are interviewing; 
* Just as in interviewing in quantitative research, do not ask leading questions; 
9 Remember to ensure that you ask or record 'face-sheet' information of a 
general kind (name, age, gender, etc. ) and a specific kind (positioning 
company, number of years employed, number of years involved in a group, 
etc. ), because such information is useful for contextualizing people's answers. 
The researcher also ensured that the guide comprises the nine types of questions 
suggested by Kvale (1996), in Bryman (200 1): 
" Introducing questions: 'please tell me about when your interest in X first 
began? '; 'have you ever ... TWhy did you go to ... T 
" Follow-up questions: getting the interviewee to elaborate his/her answer, such 
as 'what do you mean by that.. T Kvale suggests that repeating significant 
words in an answer can stimulate further explanation. 
" Probing questions: following up what has been said through direct 
questioning, such as 'could you say some more about thaff 
" Specifying questions: 'what did you do then? '; 'how did X react to what you 
saidT 
" Direct questions: 'do you find it easy to keep smiling when serving 
customersT such questions are perhaps best left until towards the end of the 
interview, in order not to influence the direction of the interview too much. 
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Indirect questions: 'what do most people round here think of the ways that 
management treats its stafP' perhaps followed up by 'is that the way you feel 
tooT in order to get at the individual's own view. 
e Structuring questions: 'I would now like to move on to a different topic'. 
9 Silence: allow pauses to signal that you want to give the interviewee the 
opportunity to reflect and amplify an answer. 
9 Interpreting questions: 'do you mean that your leadership role has had to 
change from one of encouraging others to a more directive oneT 
These questions are used as the basic guideline during the interviews to make sure that 
the required topics would be covered. The interviews were semi-structured with a clear 
set of questions to be explored. 
One-to-one interviews were conducted using a semi-structured technique. This provides 
flexibility to pursue individual detail that arises within interviews, whilst also ensuring 
that the predominant focus of the interview is not lost (Bryman, 2001). 
The interviews were conducted with the chief accountant, senior management 
accountant, or the financial manager. A pre-appointment had to be decided by phone 
before going to make sure that they would be available and would have the time to 
conduct the interview. The interviews were recorded in order to capture the required 
data and to guarantee that the interviewer is not distracted by having to concentrate on 
getting down notes on what is said (Bryman, 2001). Except for four interviews where 
the interviewees refused to record the conversation. 
During the conduct of the interviews, the list of management accounting practices, 
categorized into recent, moderate and traditional practices 24 was presented to the 
interviewee to mark the practices adopted by his firrn under each of the three categories. 
This list was used later by the researcher to calculate the total score for management 
accounting practices adopted by each firm as shown in details in the following chapter. 
A detailed transcription of all interviews conducted is performed. The transcription of 
the interviews resulted in two types of outputs: the data needed in the statistical part of 
24 See table 6.4 
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this study to test the hypotheses after giving them the suitable codes for the tests; and 
the main themes used by the researcher in the qualitative analysis part of this study. The 
three general themes extracted from the interviews transcriptions are: the Egyptian 
Environment Implications theme; the Accounting Practices theme; and the Performance 
and Quality Issues theme. These themes are explained in more details in the qualitative 
analysis, Chapter 8. 
6.10 Statistical Analyses Methods 
Peters (2002) stated that there are two basic types of statistics: inferential and 
descriptive statistics. Inferential statistics are those that allow us to decide whether the 
patterns seen in the sample data could apply to the population as a whole. On the other 
hand, descriptive statistics are those that summarize responses such as frequency 
distributions, averages, and standard deviations. 
Therefore, different statistical methods will be used in this research by employing the 
most widely used and comprehensive statistical program in social science (SPSS). 
6.10.1 Descriptive Statistics 
Descriptive statistics are used to organize, summarize, and describe measures of a 
sample. No predictions or inferences are made regarding the population parameters. 
These statistics usually include the mean, median, mode, standard deviation, variance, 
range of scores, and skewness and Kurtosis (Cohen and Holliday, 1996). 
Mean (M) is a simple measure of central tendency that represents an average of a 
distribution of scores for any group of individuals, objects or events. It helps to compare 
two or more distributions; also, it is essential in describing data sets. It represents the 
value that every member of the distribution would have if the sum of the distribution 
was spread evenly among the members (Connolly and Sluckin, 1971; Berenson and 
Levine, 1992; Cohen and Holliday, 1996). 
Median is another useful measure of central tendency. The median is simply that point 
on a scale of measurement above which there are exactly half the scores and below 
which there are the other half of the scores. In certain situations the median may be a 
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better measure of central tendency than the mean; in particular it is less sensitive than 
the mean to extremely large or small measurements. On the other hand, the Mode is also 
another measure of central tendency. The mode is the measurement that occurs with 
greatest frequency in the data (Berenson and Levine, 1992; Cohen and Holliday, 1996). 
Standard deviation (SD) and Variance are two commonly used measures of dispersion. 
They measure the variability around the mean. They give an indication of how dispersed 
is the probability distribution around its centre and how spread out on the average are 
the values of the random variable about its expectation (Berenson and Levine, 1992). 
6.10.2 Correlation 
Spearman-correlations (r) will be presented to show the direction and the strength of the 
associations between the dependent and independent variables examined. Spearman- 
correlations coefficient is a nonparametric approach to correlation that uses ordinal data. 
Spearman-correlations coefficients (r) can only take values from -1 to +1. The sign out 
the front indicates whether there is a positive correlation (the two variables move in the 
same direction) or negative correlation (the two variables move opposite to each other). 
The size of the absolute value (with ignoring the sign) indicates the strength of the 
relationship (Feiring, 1986; Schroeder et al, 1986; Pallant, 2001). 
6.10.3 Hypotheses Testing 
Parametric and Non-parametric Statistics 
Field (2000), Bryman and Cramer (2001) and Pallant (2001) identified certain 
assumptions, for the data, that should be fulfilled in order to use parametric statistics, 
which are considered more powerful but they are more stringent as well. These 
assumptions are: 
4P The scale of measurement attained on the collected data should be in the form 
of interval or ratio scaling, because, on the contrary, non-parametric 
techniques are ideal for use when the data measured is on nominal 
(categorical) and ordinal (ranked) scales. 
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* The underlying distribution of scores in the population from which the sample 
has been randomly drawn is normal. 
9 The variances of variables are equal or homogenous. 
* Observations should be independent of each other. 
If these assumptions are not fulfilled, non-parametric statistics could be used, also 
sometimes called distribution-free tests. For many of the commonly used parametric 
techniques there is a corresponding non-parametric alternative. On the other hand, these 
non-parametric techniques tend to be not as powerful as parametric techniques, because 
they may be less sensitive in detecting a relationship, or a difference among groups 
(Pallant, 2001). 
Due to the nature of the data collected and the small sample size, the previously 
mentioned assumptions are not fulfilled, therefore, different non-parametric tests are 
selected to test the hypotheses depending on the type of variables and the relation tested. 
Those tests include: 
Kruskal-Wallis Test is used for the analysis of variance by Ranks. It is a non-parametric 
test requiring only ordinal-level data. For the Kruskal-Wallis test to be applied the 
samples selected from the populations must be independent, no assumptions about the 
shape of the populations are required (Lind, Marchal and Mason, 2002). Kruskal-Wallis 
test is the nonparametric alternative to the ANOVA for the analysis of variance 
(Hilderbrand and Ott, 1991). 
Where Kruskal-Wallis test results in significant variance, to discover where the 
differences exist, One Way ANOVA Test is conducted to test the homogeneity of 
variances in order to decide on the test to be used in Multiple Comparisons to achieve 
this target ((Lind, Marchal and Mason, 2001). 
Tarnhane Multiple Comparisons test is used to show where the difference between 
categories exists. 
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6.11 Conclusion 
This chapter attempted to address the methodology and methods that are adopted in this 
study. In the early sections of the chapter, the underlying philosophical and 
methodological roots of the study were thoroughly discussed. In addition, some certain 
statistical techniques have been raised to analyze the data collected. Largely due to its 
multidisciplinary character, the present research had the opportunity to build on a well- 
established body of empirical literature, and therefore made a conscious effort to 
employ previously developed and well-tested methodologies. 
In the next chapter, the mechanism through which the data is being collected and 
weighted will be discussed, and the statistical analysis will be conducted to describe the 
characteristics of the research variables, in addition to testing the research hypotheses. 
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Chapter Seven 
Sample Characteristics and Statistical Analysis 
7.1 Introduction 
After identifying the methodology of the research that consists of two studies; the 
statistical analysis, and the qualitative analysis; this chapter is only devoted to the 
statistical part of the study. This is a step forward in the process of studying the research 
problem, with the aim of deciding on the in-firm contingent factors to the adoption of 
recently developed management accounting practices and the effect this adoption might 
have on the overall firm performance. 
The first part of the chapter consists of a brief description of the interviews conduct and 
transcription process. The second part of the chapter covers the summary of the data 
collected, along with the suitable coding given to all relevant variables to the statistical 
testing. Third part provides some information about the data collected through 
conducting frequency test to the research variables as well as descriptive statistics, in an 
attempt to give some indications about the variables of the study. Fourth part of the 
chapter covers the spearman correlation coefficient matrix results with a brief 
description of the significant relationships reached. Fifth part is concerned with the 
hypotheses testing process, where an explanation of the suitable tests selected for each 
hypothesis is undertaken, brief tests results are provided along with a brief interpretation 
of the results as the thorough discussion of the statistical analysis findings will not take 
place in this chapter, instead, chapter nine will be fully devoted to the discussion of both 
the statistical and the qualitative analysis findings and implications. Finally, limitations 
of the hypotheses testing study are discussed before the general conclusion of the 
chapter. 
7.2 Sample and Data Collection 
After determining the sample size and the firms from which data is collected, as 
justified in the previous chapter, addresses and contact numbers were obtained from the 
Industrial Modernization Center (IMC), which is an autonomous organization that is 
given the financial and administrative flexibility for sound and rapid execution of 
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Industrial Modernization Program 25 - The IMC is responsible for providing regular 
reports about the firms in the Egyptian market including some statistics about the annual 
sales, market share and growth. 
A pilot study was conducted using a group of 2 multinational firms, 2 private 
investment firms, and from the 2 state-owned firms invited only one state-owned firm 
representative attended. This was accepted by the researcher since all state-owned firms 
follow almost same policies; those of the holding company. This results in five firms' 
representatives forming the focus group. The pilot study was intended to further assist in 
the final formulation of the interviews and to fine tune the problem and variable 
definitions. A detailed presentation of the pilot study and the generated findings are 
presented in Chapter six. Based on the results of the pilot study, semi-structured 
interviews were designed and conducted by the researcher on one-to-one bases. Using 
semi-structured techniques in one-to-one interview base provides flexibility to pursue 
individual detail that arises within interviews, whilst also ensuring that the predominant 
focus of the interview is not lost (Bryman, 2001). Reasons for going for this qualitative 
mean of data collection are justified in the Chapter six. 
The focus group revealed that Pharmaceutical firms are ranked locally and globally 
according to their annual sales' figures. Accordingly, the 30 manufacturing 
pharmaceutical firms that exist in the Egyptian environment are evaluated by the 
researcher according to their annual sales figures. The top 20 firms' annual sales 
represents 89.58% of the total sales of pharmaceutical firms in Egypt, while the 
remaining 10 firms' size is relatively too small and not significant to the entire 
26 population; it does not exceed 10% of the whole population total annual sales . As a 
result, the top 20 firms were selected to be the sample for this study, and contacts were 
made with those firms to arrange for the meetings to conduct the semi-structured 
interviews with the appropriate person inside the firm. 
The interviews were conducted with the chief accountant, senior management 
accountant, or the financial manager. A pre-appointment had to be decided by phone 
25Find more details about the industrial modernization program in chapter five 26 For more details about Egyptian pharmaceutical firms annual sales figures see table 6.1 in the previous 
chapter. 
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before going to make sure that they would be available and would have the time to 
conduct the interview. Due to their busy schedules and the widespread geographical 
locations of the sample firms across Egypt, this was the hardest task in the research. It 
took from March 2005 till beginning 2006, which is about ten months, to conduct all 
interviews and transcribe them. 
Semi-structured interviews were conducted and recorded in order to capture the 
required data and to guarantee that the interviewer is not distracted by having to 
concentrate on getting down notes on what is said (Bryman, 2001). Except for four 
interviews where the interviewees refused to record the conversation; as a result, the 
researcher was forced to write down all the discussions that took place during the 
interviews simultaneously. On the other hand, recorded data were transcribed. Data 
were identified by reading each transcript and identifying phrases, sentences, and 
sections of conversation between the researcher and the subject, that appear to bear 
relevance to the aim and objectives of this research. Then all relevant data were 
summarized in a table and coded in order to allow quantitative analysis techniques. 
Codes given and codes justification are presented in the following section. 
It is worth mentioning that the statistical analysis performed in this chapter, although 
presented before the qualitative analysis, is just to give indication of possible 
relationships between variables to inform the qualitative analysis, which is the main 
analytical tool for this study. Findings of the following statistical tests are not to be 
relied upon; they are just to support the qualitative analysis findings in case of 
consistency. While in case of contradiction, only qualitative analysis is the base for the 
researcher conclusions. The limitation of the statistical analysis findings is mainly due 
to the small sample size resulting from the small population size along with the nature 
of the data collected through semi-structured interviews. 
7.3 Data summary and Coding 
SPSS (The Statistical Package for Social Sciences) is used to analyze the data after 
using the suitable and appropriate coding as shown below: 
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7.3.1 Categorization 27 and Codes assignment 
1. Annual sales figures: firms are divided into three categories based on their size 
as measured by their annual sales figures, those categories are (< 200,000,000 
=1; between 200 M and 400 M=2; > 400,000,000 = 3). It is thus clear that T is 
given to the smallest and T to the largest. 
2. Headcount: firms are divided into three categories based on their size as 
measured by the employees' headcount. Those categories' range is (<800 = 1; 
between 800 and 1600 = 2; > 1600 = 3). Therefore, 'I' is given to the smallest 
size category and 'Yto the largest size category. 
3. Products number: also three categories are identified based on firms' size as 
measured by the number of products they produce. Those categories are (< 75 = 
1; between 75 and 150 = 2; > 150 = 3). So, '1' is given to the smallest size 
category and '3' to the largest size category. 
4. Human resources development plan: three categories for human resources 
development plan are also identified. The categorization was based on the 
degree of top management concern with the continuous improvement and 
development of human resources skills. Where 'I' is given to the least concern 
and 'Y to the high concern, as extracted from the interviews' transcriptions. The 
degree of emphasis of the human resources development in the strategic 
planning reflects top management concern with this issue. Accordingly the three 
categories are ( no clear plan emphasis = 1; clearly stated = 2; highly 
emphasized = 3) 
5. Accounting software: based on the results and analysis of the interviews 
conducted, firms' operations were found to be either totally computerized and 
consequently applying an accounting software or partially computerized and in 
the process of applying accounting software. Therefore, two categories only are 
identified for coding this variable, those are (partially computerized = 1; fully 
computerized = 2) 
27 Categories were mainly calculated based on the minimum, maximum and mean value for each variable, 
those figures are shown in table 3 that follows 
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6. ISO certificate: the date of obtaining ISO certification is used to categorize firms 
based on this variable; the acquisition of ISO certification; this is due to the 
researcher belief that the oldest the firms' success in obtaining the ISO 
certification that more stable its accounting system would be as fulfilling the 
operational ISO requirements would necessitate the organization of its systems 
including the accounting one. Five categories were identified based on the 
different dates of acquiring the certification as provided by the firms. The oldest 
in acquiring the certification was on year 1990 and the most recent date was on 
year 2004. As a result, the five categories were identified where each category 
comprises three years; I is given to the most recent category and 5 to the oldest 
category acquired ISO certification. While 0 is assigned to no- ISO- certification 
firms. 
7. Ownership type: the sample consists of three firms' ownership types which are: 
state owned firms, private investment firms, and multinational firms. For test 
analysis the following codes are given to each type: state owned firms are coded 
with T; private investment firms are coded with '2'; and multinational firms are 
coded withT. 
8. Management accounting practices: A list of 41 management accounting 
practices is prepared based on the list provided in the literature by Chenhall and 
Langfield-Smith (1998) and then adopted by Farouk (2005) in her study 
conducted in Egypt. This list comprises management accounting practices 
relating to either performance evaluation or planning, where the most recently 
developed techniques relates to those which are strategically focused. 
Performance evaluation practices are either financial measures or non-financial 
measures. Whereas, planning practices range from traditional techniques to 
strategically-focused techniques such as, total quality management; just-in-time; 
and flexible manufacturing systems (Bromwich and Bhimani, 1994; Chenhall 
and Langfield-Smith, 1998). In addition to a range of recently-developed 
techniques that are used for the purpose of linking operations to the company's 
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strategies and objectives 28 . The 
literature assessed management accounting 
practices as traditional and recently developed techniques (Lynch and Cross, 
1992; Bromwich and Bhimani, 1994; Chenhall and Langfield-Smith, 1998). 
This assessment along with suggestions of financial managers collected during 
the focus group 29 swayed the researcher to the importance of distinguishing 
between diverse techniques based on how recent they are. This process lead to 
identifying practices as traditional; those are weighted 1, moderate; those are 
weighted 3, recent; and those are weighted 5. Then a total weight is calculated 
for each firm according to the number and type of techniques it adoptS30. Thus, 
enabling the researcher to rank firms from adopting recent management 
accounting practices to firms with less adoption rate of recent practices, for the 
purpose of testing the first hypothesis. It is worth mentioning that weights 1,3, 
and 5 where used instead of 1,2, and 3 due to the small sample size, so the 
researcher found that larger intervals between weights assigned would give more 
variation between the firms and thus allowing for more meaningful findings. 
9. For tests where management accounting practices is the independent variable; in 
testing the second hypothesis, a categorization is needed in order to test for any 
difference between firms performance caused by their different levels of 
adopting recent management accounting practices. Firms were divided into 3 
categories as follows: using the totals calculated for each firm in "T' above; 
firms scoring from 0 through 50 were coded with "I", those are labeled 'the 
traditional' ones; firms scoring from 50 through 100 were coded "2"; 'the 
moderate firms', while firms scoring from 100 through 150 were coded 'T'; 'the 
recent firms'. 
10. Sales growth rate is calculated for six years (2001-2006) and then the average 
sales growth rate is used in the analysis for each firm. 
28 The list of management accounting practices used in the study is presented in table 6.3 in the previous 
chapter, section 6.7.4.2. 
29 See table 6.4 in section 6.7.4.2 in the previous chapter. " Total weight for each firm is shown in table I that follows 
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11. Productivity is measured by each employee's contribution to sales revenue; by 
dividing annual sales figures by the number of employees for each firm, for each 
of the 6 years, then an average is calculated. 
The data collected regarding the variables relevant to the study and different codes 
given to each variable are summarized in Table I below. Of the 30 firms that constitutes 
Egypt's pharmaceutical industry (Egypt pharmaceutical and healthcare report, 2006) the 
top 20 firms (evaluated based on their annual sales figures) are ranked in Table 1. The 
selected 20 out of the total 30 firms represents 89.58% (4,179,396,200 L. E. ) of the total 
sales of phan-naceutical firms. Thus, the remaining 10 firms'total annual sales represent 
almost 10% only (486,157,800 L. E. ) of the total sales. In other word is considered not 
significant to be considered. Firms' names are omitted as conditioned by the 
participants. 
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7.4 Data Analysis 
This section aims at providing preliminary indicators about variables of the study, by 
showing some characteristics of the sample. First, frequency of occurrence of each 
variable is calculated, with brief results explanation, then some descriptive statistics 
are conducted (mean, standard deviation, mode and median of the data). Finally, 
spearman correlation coefficient is calculated to show relationships and trends 
between dependent and independent variables of the study. 
7.4.1 Sample characteristics 
The following table shows the characteristics of the sample in terms of frequencies for 
each identified category for each variable: 
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Table 7.2: Sample Characteristics 
Variables Value Frequency Percent 
less 200 millions 9 45 
Sales categories between 200 and 400 millions 7 35 
greater than 400 millions 4 20 
less than 800 employee 7 35 
Employees categories between 800 and 1600 employee 8 40 
greater than 1600 employee 5 25 
less than 75 products 6 30 
Products categories between 75 and 150 products 6 30 
greater than 150 products 8 40 
Multinational 7 35 
Ownership type Private investment 7 35 
State owned 6 30 
not so clear strategic plan 7 35 HR development 
clearly stated strategic plan 9 45 
categories highly emphasized strategic plan 4 20 
Computerization level partially computerized 7 35 
categories fully computerized 13 65 
not applicable 4 20 
years 2002 - 2004 2 10 
ISO acquisition years 1999 - 2001 3 15 
categories years 1996 - 1998 6 30 
years 1993 - 1995 2 10 
years 1990 - 1992 2 10 
0-50 Traditional 4 20% 
Management accounting 50-100 Moderate 3 15% 
practices categories 100- 150 Recent 13 65% 
From the previous table it is obvious that the majority of firms have sales less than 
200,000,000 L. E.; 45% and that only 20% of the sample has sales greater than 
400,000,000 L. E. On the other hand if size is measured using the number of products 
the majority of firms will fall in the largest category; 40% of firms have more than 
150 products. And equal number of firms (6) fall in the medium and small size 
category. Additionally, the majority of the headcount in the sample is medium sized, 
40%. 
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The previous table (2) shows that large manufacturing pharmaceutical firms are 
almost equally divided among the three sectors of the economy; 7 private, 6 states 
owned and 7 multinational and this is a reflection of the privatization program that 
took place since 1995. That's why private investment firms exceed the state owned 
firms specially that government policy encourages private investments, both national 
and foreign. This finding also proves the balance of the sample used in the study 
regarding the ownership type. 
It's also remarkable that 45% of firms have human resources development plans 
clearly stated in their strategic plans, compared to 35% of firms with no clear plan for 
human resources development. This increasing percent reflects the management 
awareness of the importance of continuous development of human resources as one of 
the most important resources of any organization. And this is a step forward in 
management way of thinking. 
Additionally, 65% of firms use accounting software and have a fully computerized 
operation. And this is considered a high percent for a third world country but this 
reflects the advancement of this industry as was mentioned in the preceding chapter. 
Especially that, the rest of firms are partially computerized and on their way to 
become fully computerized and adopt accounting software. No one firm is depending 
on manual system only. 
Moreover, it can be seen from the previous table (2) that only 5% of firms didn't apply 
for ISO certificate and almost all are multinational firms. And this can be due to other 
quality assurance procedures followed by the mother company. The rest; 95% of 
firms, got ISO certificate in different years which is a good indicator of quality 
awareness and it also reflects a sound system able to succeed in fulfilling ISO 
requirements. 
Finally, the frequency test shows that the majority of firms fall in the category of 
recent management accounting practices (65%); firms considered adopting traditional 
practices constitute 20% of the sample. It can be then concluded that the 
pharmaceutical industry in Egypt is to great deal an advanced sector, since this 
percent is considered a good one when we talk about the recent management 
accounting practices adopted in a developing country. 
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The next table (3) shows the descriptive statistics ( mean, standard deviation, mode 
and median of the data), which aims at measuring the central tendency and the extent 
of diversity of responses, the most frequent value and the value in the centre hence, 
obtaining preliminary indicators about variables of the study. 
Table 7.3: Descriptive Statistics 
variables Minimum Maximum Mean 
Std. Mode Median Deviation 
Annual Sales 45,000,000 680,000,000 290,000,000 202,891,856 NA 213,500,000 
Number of 175 2600 1318.75 791.131 NA 1362.00 Employees I 
Number of 24 250 132.30 78.542 NA 103.50 Products 
ISO date 1990 2004 NA NA 1997 1997 
management 
accounting 44 133 NA NA 122 122 
practice weight I I 
The following points can be concluded from this table: 
Annual sales: the annual sales figures range from 45,000,000 L. E.; firm 
with the lowest annual sales, to 680,000,000 L. E.; firm with the highest 
annual sales. The Average annual sale is equal to 290,000,000 L. E. At 
the mean time the annual sales have a large standard deviation equal to 
202,891,856, thus, firms'annual sales are highly dispersed around the 
Mean. Consequently, it can be concluded that the sample includes 
variety of firms regarding their sizes, as measured by annual sales 
figures. Finally, the table shows that 50% of the finns have annual 
sales above 213,500,000 and 50% fall below it. 
Number of employees: number of employees among the sample firms 
range from 175 employees to 2600, with an average of approximately 
1318. In addition, a large standard deviation of "791.13 1" implies that 
number of employees is highly dispersed around the Mean. Therefore, 
it can be concluded that the sample size is diversified when represented 
by the employees' headcount. Also, 50% of firms have number of 
employees above 1362 and 50% of firms have less than 1362. 
Products number: number of products range from 24 to 250 with an 
average of 132.30. The standard deviation is also large, equal to 
58.542, so number of products is dispersed around the Mean, therefore, 
the sample includes firms with different number of products, thus a 
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diversified sample. In addition, 50% of firms have number of products 
above 103.50 and the other 50% fall below it. 
Date of ISO acquisition: the oldest date of acquiring ISO among the 
sample is 1990, and the most recent date is 2004, with 50% of firms 
acquired ISO certification before 1997 and the rest 50% got it after 
1997, which is right the middle. 
Management accounting practices weight: the firm with the least number 
of recent practices adopted scored 44, while the firm with the largest 
number of recent practices adopted scored 133, as shown by the 
minimum and maximum calculated in the previous table (3). It is also 
remarkable that 50% of the firms scored more than 122 (the most 
recent category) while the remaining 50% scored less than 122. This 
finding indicates that large number of firms adopts recent management 
accounting practices. 
7.4.2 Correlation analysis 
Spearman Correlation Coefficient Matrix is calculated for all the variables of the 
study and the results that show significant correlations are summarized in the 
following table. 
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Table 7.4: Spearman Correlation. 
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The preceding table (4) summarizes the relationships found between variables of the 
study, either both independent or both dependent or dependent and independent 
variables. Those relationships can be enlightened and explained as follows: 
There is a positive, significant, strong relationship between the employees' 
headcount and the number of products the firm produces. Therefore, the more 
products the firm is producing the more employees it hires. 
A positive, significant, strong relationship exists between the number of 
employees and the emphasis of human resources' development in the firms' 
strategic planning. This relationship implies that the more the employees in the 
firm, the highly human resources development plans are emphasized in the 
firm's strategy. On the other hand, the smaller the number of employees; the 
less clearly defined the human resources development plans in the firms' 
strategy. 
A negative, significant, strong relationship exists between the firms' 
computerization and the number of employees they comprise. This 
relationship is explained in the sense that the more computerized the firm is; 
the less number of employees it needs. Moreover, since only state owned finns 
were partially computerized, while private investment and multinational firms 
were fully computerized, it can be concluded that state owned firms hire more 
employees than private investment and multinational firms. 
A positive, significant, strong relationship exists between the ISO certification 
acquisition date and the number of employees in the firm. The oldest the ISO 
in the firm, the larger the number of employees. This relationship leads to the 
conclusion that state owned firms have the largest number of employees since 
they are the oldest to acquire ISO certification. 
There is a negative, significant, strong relationship between the adoption of 
recent management accounting practices and the firms' number of employees. 
In other word, firms with the largest number of employees, adopt less recent 
management accounting practices than firms with smaller number of 
employees. It can be thus concluded that state owned firms are the least to 
adopt recent practices as compared to private investment and multinational 
firms, since they have the largest number of employees. 
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There is a positive, significant, strong relationship between the finns' 
ownership type and the number of employees in the firm. According to the 
codes given to the variables, this relationship indicates that state owned firms 
are having the largest number of employees, while multinational firms are 
having the smallest number. 
A negative, significant, strong relationship exists between firms' productivity 
and the firms' number of employees. In other word, the smaller the number of 
employees the more productive the firm is. It can be thus concluded that 
multinational firms are more productive than private investment and state 
owned firms, since they have the smallest number of employees. 
Spearman correlation test conducted between the number of products the firm 
is producing and other variables included in the study, revealed only one 
strong, significant, positive relationship between the emphasis on human 
resources development plans in the firms' strategy and the number of products 
the firm produces, that is; the larger the number of products the firm produces 
the more emphasis it gives to the human resources development. 
Other significant, either positive or negative, relationships exist between the 
number of products the firm produces on one hand and the level of 
computerization of the firm's operations, the date of ISO certification 
acquisition, firm's ownership type and the category in which it falls regarding 
the management accounting practices it adopts on the other hand. However, 
those relationships are not proved to be strong, so can not be considered in the 
analysis. 
A negative, significant, strong relationship exists between the emphasis on 
human resources development plans in the firms' strategy and the level of 
computerization of operation. This relationship is explained in the sense that 
the less computerized the firm is, the more emphasis it gives to its human 
resources development plans. 
A positive, significant, strong relationship exists between the emphasis on 
human resources development plans in the firms' strategy and the date of ISO 
certification acquisition, that is, the farer the date the firm acquired ISO 
certificate, the more emphasis it puts on human resources development. 
Therefore, it can be concluded that state-owned firms are more concerned with 
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human resources development plans than private investment firms and 
multinational firms. This conclusion is consistent with previously explained 
correlations between the state-owned firms; being the ones with the larger 
number of employees; and the emphasis on human resources development. 
Another positive, significant relationship exists between the emphasis on 
human resources development plans in the firms' strategy and the firms' 
ownership type. However, this relationship doesn't prove to be strong. 
A negative, significant relationship exists between the emphasis on human 
resources development plans in the firms' strategy and the management 
accounting practices adopted; whether traditional, moderate or recent; but 
again this relationship doesn't prove to be strong. 
* There is a negative, significant, strong relationship between the level of 
computerization of the firms' operation and the date of ISO certificate 
acquisition, that is, the firms that acquired ISO certificate long ago, are those 
firms that are still partially computerized, while firms that acquired ISO 
certificate recently are fully computerized. 
9 There is a positive, highly significant, strong relationship between the level of 
computerization of the firms' operation and the management accounting 
practices it adopts. This relationship suggests that the fully computerized firms 
adopt more recent management accounting practices than the partially 
computerized firms that fall in the category of traditional practices. 
9A negative, highly significant, strong relationship exists between the level of 
computerization of the firms' operation and the firms' ownership type; as state- 
owned firms, coded with T are partially computerized while multinational 
firms, coded with'I'are fully computerized. 
9 Another negative, highly significant, strong relationship exists between the 
level of computerization of the firms' operation and the firms' productivity. 
Therefore, it can be concluded that fully computerized firms are more 
productive than partially computerized ones. 
A positive, significant, strong relationship exists between the level of 
computerization of the firms' operation and the firms' sales growth rate over a 
six year period. In other word, fully computerized firms show higher sales 
growth rate than partially computerized firms. 
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There is a negative, significant, strong relationship between the ISO 
certification acquisition and the management accounting practices adopted. 
This relationship implies that firms that recently acquired the ISO certification 
adopt more recent management accounting practices than firms that were first 
to acquire the ISO certification. 
9A positive, significant, strong relationship exists between the ISO certification 
acquisition and the firms' ownership type, that is firms that were first to 
acquire the ISO certification are state-owned firms while flrms that recently 
acquired it are multinational firms. 
9A negative, significant, strong relationship exists between the ISO certification 
acquisition and the firms' productivity. Therefore, state-owned firms, which 
are first to acquire the ISO certification are less productive than multinational 
firms which acquired it recently. 
e There is a negative, significant, strong relationship exists between the firms' 
ownership type and the management accounting practices they adopt. Since, 
multinational firms are coded T, in addition, traditional management 
accounting practices are weighted with T against T for recent management 
accounting practices, therefore, it can be concluded that multinational firms 
adopt more recent management accounting firms than the other two firms' 
ownership type. 
9 Another negative, significant, strong relationship exists between the firms' 
ownership type and their productivity. In other word, multinational firms, 
coded with T, are more productive than private investment firms and state- 
owned firms. 
*A positive, significant relationship exists between the firms' productivity and 
the firms' sales growth rate over a six year period, but this relationship is not 
strong. 
9 Finally a positive, highly significant, strong relationship exists between the 
firms' productivity and the management accounting practices they adopt; firms 
adopting more recent management accounting practices are more productive 
than firms adopting less recent management accounting practices. 
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Previously discussed correlations are elaborated in the discussion chapter (9) along 
with the hypotheses testing results conducted in the next section, and the qualitative 
analysis results presented in the following chapter (8). 
7.5 Hypotheses testing 
This section is concerned with choosing and conducting the suitable statistical tests, 
using the SPSS package, with the reformulation of each sub-hypothesis, formulated 
earlier in chapter 6, in a testable form. The result of each test is acknowledged with a 
conclusion on whether the null hypothesis is to be rejected or cannot be rejected. 
7.5.1 Firms characteristics 
In this subsection the following hypothesis is tested: 
HI: There is a relationship betweetifirms'characteristics and the management 
accounting practices adopted by thefirm. 
This hypothesis is broken down into 5 sub-hypotheses for testing purpose: 
H1.1 The larger thefirm size, the more recently developed management 
accounting practices it adopts. 
HI-2 Firms with better human resources (HR) development plans are adopting 
more recently developed management accounting practices. 
H1.3 Firms with higher computerization level adopt more recently developed 
management accounting practices. 
HI-4 Firms with ISO certification adopt more recently developed management 
accounting practices. 
HI. 5 There is a relationship between ihefirms'ownership type and the adoption 
of more recently developed management accounting practices. 
These sub-hypotheses are tested consecutively in the coming section: 
HI., the larger thefirm size, the more recently developed management 
accounting practices it adopts. 
This hypothesis is testing the relationship between firms' size and the adoption of 
advanced management accounting practices. Size of the firm can be measured by 
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either annual sales figures, or employee headcount, or number of products produced. 
The three size measures will be tested for the purpose of this study. 
1. Annual sales 
For testing purpose, this hypothesis is formulated as follows: 
Ho: [L I ý12 [13 
H I: P1 [12 P3 
Where, p, = average weight of sales less than 200 millions. 
P2 = average weight of sales between 200 millions and 400 millions. 
P3 = average weight of sales greater than 400 millions. 
Two tests were conducted to test this relationship; Kruskal-Wallis Test and Median 
test. Where the weight of management accounting practices is the dependent variable 
and the weight of annual sales figure is the independent variable. Kruskal-Wallis test 
resulted 38 in an asymptotic significance equal to 0.170 (> 0.05) and the Median test 
resulted in an asymptotic significance equal to 0.067 (> 0.05) and this means we don't 
reject the null hypothesis HO. This states that the three sales figures categories are 
equal regarding adopting management accounting practices. 
Therefore there is no significant difference in the adoption of management accounting 
practices between firms with average sales less than 200 millions and firms with 
average sales between 200 and 400 millions and firms with average sales greater than 
400 millions. Consequently, the different level of sales doesn't affect the adoption of 
recently developed management accounting practices. 
2. Number of employees: 
For testing purpose, this hypothesis is formulated as follows: 
Ho: PI P2 ý-- W 
HI: PI [L2 ý P3 
38 Find detailed SPSS tests results in the appendices 
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Where, p, = average weight of employees less than 800 employee. 
ýt2 = average weight of employees between 800 and 1600 employee. 
P3 = average weight of employees greater than 1600 employee. 
Again Kruskal-Wallis testis conducted and resulted in a significance of . 013 (< 0.05). 
Therefore Ho is rejected. This means that the difference in employees' headcount 
between firms resulted in a difference in the management accounting practices they 
adopt. 
To discover where the difference exists, the following tests are conducted. First, One 
Way ANOVA Test is conducted to test the homogeneity of variances in order to 
decide on the test to be used in Multiple Comparisons. To conduct the test HO and HI 
are formulated as follows: 
HO: a, 
2= 
02 
2 
03 
2 
HI: a, 
2: A 02 
2 
032 
Where, a, 2= variance of employees that fall in the category of less than 800 
employee. 
CF2 2= variance of employees that fall in the category between 800 and 1600 
employee. 
03 2= variance of employees that fall in the category of greater than 1600 
employee. 
The One Way ANOVA Test resulted in a significance of . 000 (<. 05). This means 
reject Ho as the variances are not equal. This leads to Tamhane Multiple Comparisons 
test. The test is conducted and only the first (less than 800) and the third (greater than 
1600) resulted in a significant difference of . 048 (<. 05). It can be then concluded that 
there is a significant difference in management accounting practices adopted by firms 
with number of employees less than 800 employee and firms with number of 
employees greater than 1600. 
3. Number of products 
164 
For testing purpose, this hypothesis is formulated as follows: 
Ho: pI -"'ý 92 -"ý W 
HI: PI ý P2 0 P3 
Where, p, = firms with product number less than 75. 
P2 = firms with product number between 75 and 150. 
93 = firms with product number greater than 150. 
Kruskal- Wallis test is conducted and it resulted in a significance of . 148 (>. 05). Also 
Median test resulted in a significance of . 310 (>. 05). Therefore, HO is not rejected and 
this means that the size of firms measured by the number of products they produce 
does not affect the adoption of recently developed management accounting practices. 
It can be then concluded that only the employees' headcount, as a representative of 
size, proved to affect the adoption of recent management accounting practices. The 
direction of the relationship and whether or not the sub-hypothesis is rejected are 
clarified later in the discussion chapter (chapter 9). 
HI. 2., Firms with better human resources (HR) development plans are adopting 
more recently developed management accounting practices. 
For testing purpose, this hypothesis is formulated as follows: 
Ho: PI -'ý 112 -"ý P3 
HI: 91092093 
Where, p, firms with not so clear strategic plan for HR development 
P2 firms with clearly stated strategic plan for FIR development 
P3 firms with HR development highly emphasized in their strategic plan. 
Kruskal-Wallis Test and the Median Test are conducted and they both resulted in a 
significance of (0.123) and (0.315) respectively, which is greater than (0-05), 
therefore we don't reject the null hypothesis HO. This means that there is no 
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significant difference in management accounting practices adopted between the three 
types of firms; firms with no clear strategic plan for HR development, firms with 
clearly stated strategic plan for HR development and firms HR development highly 
emphasized in their strategic plan. Therefore we can conclude that Human Resources 
development plans do not affect the firms' choice of adopting recent management 
accounting practices. 
HIJ: Firms with higher computerization level adopt more recently developed 
management accounting practices. 
For testing purpose, this hypothesis is formulated as follows: 
Ho: [11 --'ý P2 
HI: III ý 
Where, p, = firms partially computerized 
P2 = firms totally computerized 
To test this hypothesis Mann-Whitney Test is conducted and resulted in significance 
level of (0.000). This means reject the null hypothesis Ho since significance is < . 05. 
Therefore it can be concluded that there is a significant difference in the management 
accounting practices between firms totally computerized and firms partially 
computerized. This means that computerization of operation in firms affects the level 
of adoption of recently developed management accounting practices. 
HI. 4: Firms with ISO certification adopt more recently developed management 
accounting practices. 
This hypothesis is formulated as follows: 
Ho: pIý P2 7- P3 ý-- P4 ý-- P5 -`ý P6 
HI: PI ý P2 0 P3 0 [14 0 P5 0 [L6 
Where, p, = firms with no ISO certificate. 
P2 = firms got ISO between year 2002-2004. 
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93 = firms got ISO between year 1999-2001. 
P4 ý finns got ISO between year 1996-1998. 
p5 = firms got ISO between year 1993-1995. 
P6 ý-- firms got ISO between year 1990-1992. 
Kruskal-Wallis Test and Median Test are conducted and resulted in significance of 
. 033 and . 012 respectively. Therefore, we reject the null hypothesis Ho since 
significance is <. 05. This means that there is a significant difference in management 
accounting practices adopted by firms and the date they got the ISO certificate. 
To discover where the difference exists the following tests are conducted. 
First, One way ANOVA Test is conducted to test the homogeneity of variances in 
order to decide on the test to be used in Multiple Comparisons. To conduct the test Ho 
and HI are formulated as follows: 
Ho: CF12 -= 02 
2= 
CF3 
2= 
04 
2= 
G5 
2= 
06 
2 
HI: CF12 ý 02 
2ý 
CF3 
20 
CY420 CY520 CY6 
2 
Where, al 2= variance of firms that do not have ISO certification 
02 2= variance of firms that acquired ISO certification between year 2002- 
2004. 
CF3 2= variance of firins that acquired ISO certification between year 1999- 
2001. 
04 2= variance of finns that acquired ISO certification between year 1996- 
1998. 
05 2= variance of firms that acquired ISO certification between year 1993- 
1995. 
G6 2= variance of firms that acquired ISO certification between year 1990- 
1992. 
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A significance level of . 000 is reached; therefore, HO is rejected; this means that the 
variances are not equal. As a result Tamhane Test for Multiple Comparisons is chosen 
to be used to discover where the difference between categories exists. 
After conducting the test, significant differences are found between firms that got the 
ISO certificate between year 1990-1992, the oldest category, on one hand and firms 
that don't have ISO certificate (significance . 001) and firms who got the ISO between 
year 1999-2001 (significance . 002), on the other hand. 
Also, significant differences are found between firms that got the ISO certificate 
between year 1996-1998 on one hand and firms that don't have ISO certificate 
(significance . 056) and firms that got ISO certificate between year 2002-2004, the 
latest, (significance . 041) on the other hand. 
Hjj: there is a relationship between thefirms'ownership type and the adoption 
of more recently developed management accounting practices. 
For testing purpose, this hypothesis is formulated as follows: 
Ho: [11 -ý P2 ""ý P3 
HI: Pi ý P2 ý P3 
Where, V, = Multinational firms. 
92 ý-- Private investment firms. 
ýL3 ý'_ State-owned firms. 
Kruskal-Wallis Test is conducted to test this hypothesis and resulted in a significance 
level of (0.001) which is less than (0.05). This means we reject the null hypothesis Ho. 
Therefore, we can conclude that the ownership type affects the level of adoption of 
recent management accounting practices. Due to this significant difference, one way 
ANOVA Test is conducted to test the homogeneity of variances. To conduct the test 
HO and HI are formulated as follows: 
Ho: al 
2= 
02 
2= 
03 
2 
HI: CY12 ý 02 2ý ý53 2 
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Where, a12= variance of multinational firms. 
02 2= variance of private investment firms. 
CF3 
2= 
variance of state-owned firms. 
The test resulted in a significance level of (0.000) which is less than (0.05). This 
means reject the null hypothesis Ho as the variances are not equal. As a result 
Tamhane Multiple Comparisons Test is chosen to be used to find out where the 
difference exists. After the test is conducted, significant differences are found 
between the Multi-national firms and the State Owned firms; also the Private 
Investment firms and the State Owned firms (Significance of 0.008 and 0.02 
respectively). No significant difference is found between the Multi-national firms and 
the privately owned firms. 
7.5.2 Firms Performance 
In this sub-section, the following hypothesis is tested: 
H2: There is a relationship between the adoption of advanced management 
accounting practices and thefirms I performance. 
This hypothesis is broken down into 2 sub-hypotheses for testing purpose: 
H2.1 Firms adopting recently developed management accounting practices have 
higher average sales growth rate. 
H2-2 Firms adopting recently developed management accounting practices have 
better employee productivity. 
These sub-hypotheses are tested consecutively in the coming section: 
H2.1: Firms adopting advanced accounting practices have higher average sales 
growth rate. 
For testing purpose, this hypothesis is formulated as follows: 
Ho: pI -ý P2 -'ý P3 
HI: [ti 0 92 0 113 
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Where, VI= firms adopting traditional management accounting practices. 
P2 : -- firms adopting moderate management accounting practices. 
W= firms adopting recent management accounting practices. 
Kruskal-Wallis Test is conducted with the average sales growth rate is the dependent 
variable and the weight of management accounting practices is the independent 
variable. The Test resulted in a significance level of 0.111 (> 0.05). This means we do 
not reject the null hypothesis Ho. Therefore we conclude that there is no significant 
difference in average sales growth figures between firms adopting recently developed 
management accounting practices, firms adopting moderately developed management 
accounting practices and firms adopting traditional management accounting practices. 
So the adoption of recent management accounting practices does not affect the 
average sales growth rate of the firms. 
H.,. 2: Firms adopting advanced accounting practices have better employee 
productivity. 
For testing purpose, this hypothesis is formulated as follows: 
Ho: pi '"'ý 112 -"ý [13 
HI: pi 7ý P2 ý P3 
Where, p, = firms adopting traditional management accounting practices. 
p2 = firms adopting moderately developed management accounting practices. 
P3 -` firms adopting recently developed management accounting practices. 
Kruskal-Wallis Test is conducted and resulted in a significance level of 0.008 (<. 05). 
Therefore, we reject the null-hypothesis Ho. This means that there is a significant 
difference in employee productivity between firms adopting low level of management 
accounting practices, firins adopting medium level of management accounting 
practices and firms adopting advanced level of management accounting practices. In 
order to know where this difference exists and between which firms category, a 
Multiple Comparisons Test is to be conducted. Before we decide on the test a One 
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Way ANOVA Test is conducted to test the homogeneity of variances. To conduct the 
test HO and HI are formulated as follows: 
HO: c; j 
2= 02 2= 03 2 
HI: (112 ý- CF2 
2 
9ý CF3 
2 
Where, o12= variance of firms adopting traditional management accounting practices. 
CF2 2= variance of firms adopting moderately developed management 
accounting practices. 
CF3 2= variance of firms adopting recently developed management accounting 
practices. 
The ANOVA Test resulted in a significant difference of 0.025 (< >05). Therefore, we 
reject the null-hypothesis, HO since the variances are not equal. As a result the 
Tarnhane Multiple Comparisons Test is chosen to be the suitable test to find out 
where the difference exists. The test is thus conducted and it revealed that the 
difference exists between firms adopting recently developed management accounting 
practices and firms adopting traditional management accounting practices, with a 
significance of 0.001, with high employee productivity in firms adopting recent 
management accounting practices. 
So it can be concluded that the adoption of recently developed management 
accounting practices improves employee efficiency and does not affect the annual 
sales growth rate. Further discussion and conclusions about the hypotheses testing and 
the correlation test is presented in chapter 9. 
7.6. Limitations of Hypotheses Testing Study 
Before moving to the qualitative analysis in the following chapter, and before 
interpreting the results of both statistical and qualitative analysis in chapter 9 (the 
discussion chapter), the researcher believes it is of great importance to stress the fact 
that all the findings of this statistical analysis are not the base for the conclusions 
drawn regarding the framework under study, rather they can just be treated as a source 
of some indications of possible relationships between research variables to inform the 
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qualitative analysis that is to be conducted in the following chapter, which is the main 
analytical tool in this study, and the base upon which the researcher will build his 
final conclusions. This statistical analysis limitation is mainly caused by the small 
sample size resulting form the small population size along with the subjective of 
nature of the data collected through semi-structured interviews. 
In addition to this main limitation, other limitations are mentioned below: 
" This research investigates only some in-firm contingent factors to the 
adoption of recently developed management accounting practices that were 
found by the researcher, after reviewing the literature and conducting the 
pilot study, to be important to this study. Therefore other in-firm contingent 
factors as well as external contingent factors can be considered and tested. 
" The effect of the adoption of recently developed management accounting 
practices on the firm performance is measured only by sales growth rate 
and employee efficiency, other measures of performance as suggested by 
the literature can be used and might give different results. 
" Management accounting practices were classified into recent, moderate and 
traditional based on the suggestion of the focus group according to the time 
by which the practice or technique is introduced. This classification is 
limited to a specific period of time, and this categorization would for sure 
differ with time as what is recent at the present time will be considered 
moderate in an upcoming period. 
This study is constrained to the Egyptian pharmaceutical industry; 
contingent factors affecting the adoption of recent management accounting 
practices could differ in other industries in Egypt as well as in other 
developing countries. 
Despite those limitations, the statistical analysis was able to shed the light on some 
possible relationships between the contingent variables and the management 
accounting practices as well as the effect that recent management accounting practices 
might have on improving the firms' performance. 
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7.7 Conclusion 
This chapter was mainly concerned with the statistical and hypotheses testing of the 
data collected. To allow for the SPSS tests, the data collected through semi-structured 
interviews had to be summarized in a tabulate form then suitable codes had to be 
given to all variables relevant to the statistical tests, and weights, when necessary to 
allow statistical testing, had to be justified. Then, descriptive statistics were conducted 
along with the correlation coefficient test. Suitable statistical tests were afterward 
conducted to test the research hypotheses. Unreliable results are reached regarding the 
in-firm contingent factors to the adoption of recent management accounting practices 
and the effect of such recent practices on the overall firm performance, due to the 
main limitation of the statistical analysis conducted in this research as explained 
earlier in the chapter. Therefore, the results are to be evaluated in the light of the 
findings of the qualitative analysis that will follow. 
The next chapter covers the qualitative analysis of the data collected to allow a more 
in-depth discussion of the research problem and allow the researcher to reach some 
conclusions regarding the variables under study, in the light of the statistical analysis 
findings, reached in this chapter. In addition the next chapter will also tackle the last 
point of interest in the research problem; that is concerned with the Egyptian 
economy's special effect on the pharmaceutical industry, as an example of a 
developing country and an economy in transition. 
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Chapter 8 
Qualitative Analysis 
8.1 Introduction 
This chapter aims to enhance the findings of the statistical analysis and to provide a 
more in depth investigation of the research problem defined in Chapter 6. It is 
concerned with the qualitative presentation and analysis of the data collected through 
semi-structured interviews 39 .A detailed transcription of all interviews conducted 
is 
performed to extract the main themes of the research. The data collected is classified 
into three general themes; the Egyptian Environment Implications theme, the 
Accounting Practices theme, and the Performance and Quality Issues theme. The 
chapter discusses each theme separately by breaking it down into three sub-sections: 
points of focus of each theme, comparative tabulation of the respondents' views 
regarding each theme's point of focus, and finally a set of concluded findings is 
presented. 
8.2 Themes 
Themes identification starts from the analysis of the main areas of investigation 
identified earlier by the researcher'O. Those include: 
Demography of the firms in consideration 
Special characteristics of the Egyptian economy as a model 
representing developing countries 
The pharmaceutical industry and the implications of the Egyptian 
environment on it 
9 Management accounting practices 
9 Quality assurance systems 
e Performance measures 
These areas were considered in the pilot study and accordingly the research 
hypotheses were finalized and the semi-structured interview was designed in a way 
39 Full sample description is presented in chapter 6, Methodology. '0 See section 6.5 in chapter 6. 
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that ensures the collection of all needed information, such that all previously 
mentioned areas are covered. 
Lately, at the transcription phase of the interviews, the researcher noticed that the 
multi-sectional data collected can be categorized into three main themes, in a way that 
can allow for the further qualitative analysis. This was found to be of more sense to 
the researcher and helped establish a better focus on the areas of interest that better 
address the problem of the study, thus, cover the major areas and facilitate grouping 
of the feedback generated from the interviewees in a form that can then be further 
investigated against the results obtained from the statistical analysis. 
Based on the above, three themes are identified by the researcher: 
1. Egyptian Environment Implications, 
2. Accounting Practices, and 
3. Performance and Quality Issues 
The first theme serves the problein of the study by providing the required information 
relating to the impact of the Egyptian economy as a model of a developing country on 
the firms functioning in Egypt. While the second theme directly addresses the 
different accounting practices in use by pharmaceutical firms in an attempt to develop 
a better understanding of the firms' contingent factors to the adoption of such 
practices. Finally, the third theme addresses the two related areas of performance and 
quality and focuses on the effect of the adoption of accounting practices on the overall 
firm's success (performance). 
The points of focus of each theme are detailed in the tables shown in the following 
sections where columns represent the type of firm (multinational, private investment, 
and state-owned). The rows of the tables represent the different firms in order of their 
rank within each of the three firm types. It is worth mentioning that there are 7 
multinational firms, 7 private investment firms, and only 6 state-owned firms. Themes 
1,2, and 3 are detailed in tables 1,2, and 3 respectively. Each table is presented in 
multiple parts where each part represents one focus point. That is, Table la is the 
table representing focus point 'a' of Theme I and so on. This will ease the 
presentation of the findings and allow for a closer and simpler inspection of the results 
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of the analysis and facilitates comparisons across the different firm for each focus 
point of each theme. Concluding remarks are presented after each table and final 
theme conclusions are presented at the end of each theme. A final set of collectively 
prepared results, summary, findings, and conclusions are presented at the end of the 
chapter. Final remarks include relations to main points of discussion that are dealt 
with in the Discussion chapter, Chapter 9. 
It is important to mention here that the data summarized in the following table doesn't 
represent a direct answer from each respondent to the questions, but a summary or 
conclusions made by the researcher, after revising the interviews' transcriptions and 
extracting the answers to those points of focus. 
8.2.1 Theme 1: Egyptian Environment Implications 
Hopwood (1983) stated that Accounting and management models should be studied in 
the context and environment in which they are supposed to operate. Therefore, this 
theme is focusing on the Egyptian environment in which the firms of concern 
function. It focuses namely on the political, economical, social, and the state of 
competitiveness. 
The importance of this theme stems form the fact that management accounting cannot 
be understood without reference to political, cultural and economic factors important 
in countries with less homogenous cultures, weaker capital markets and less effective 
bureaucracies and regulation (Hopper, 2000; Luther and Longden, 2001), like Egypt 
and most developing countries specially those with history with colonization. 
Moreover, Joshi (2001) studied the diffusion of new management accounting 
practices in Indian firms as compared to Australian firms, and most differences found 
in respect to adoption rates, benefits derived, and the focus for future emphasis was 
attributed to the differences in cultural values. 
Belkaoui (1983,1985) and Hassabelnaby et al., (2003) argued that the political 
atmosphere in any country affects the management style in different organizations in 
this country, which in turn has significant influence on different accounting practices. 
They explained this by stating that the political environment affects accounting in an 
indirect way through its effect on the national culture and the economy. The form of 
176 
government, dictatorship or democracy, influences the national culture, which in turn 
influences the business and accounting environment. 
Therefore, studying the effect of the Egyptian political, social, and economical 
environment on the adoption of recent practices was considered important and 
relevant to the study. The following questions were prepared by the researcher to 
sufficiently cover the subject of the first theme. 
8.2.1.1 Theme 1: Points of Focus 
Ql-a Does the political environment have a special effect on functioning in 
Egypt? 
Ql-b What effect does fluctuating exchange rates have on the firm? 
Ql-c What social related issues, if any, might have contributed to the success of 
the pharmaceutical industry in Egypt? 
Ql-d With the high rate of unemployment in Egypt does the social responsibility 
of the firm result in over staffing, which may result in low efficiency? 
Ql-e Describe the competitive environment in which the firm operates and the 
extent of its effect on the firm's success. 
8.2.1.1.1 The Political Environment 
Table 8.1a: Does the political environment have a special effect on functioning In Egypt? 
Co. Multinational Private Investment State-Owned 
Egypt compared to other Middle The Egyptian government Strict and limiting regulations 
East countries is considered a provides support to firms imposed on all state owned firms 
stable political environment to in the pharmaceutical by the holding company. Pricing 
function in. production business, in is specially regulated as per the 
the meanwhile places guidance of the Egyptian 
some tough limits on the government. 
operations. 
The Egyptian political Functioning in Egypt has Strict and limiting regulations 
environment is stable compared many challenges, political imposed on all state owned firms 
to the ME, with a stronger issues is not one of them. by the holding company. Pricing 
national security system as is specially regulated as per the 
2 compared to other African guidance of the Egyptian 
nations. But internal regulations government. 
limit some operational strategies 
like expansion, reporting, and 
pricing. 
The Egyptian political It has no effect; in fact the Strict and limiting regulations 
3 . environment is stable compared government provides a imposed on all state owned firms 
to the ME, with a stronger great support for the by the holding company. Pricing 
- 
national security system as business, like tax cuts and is specially regulated as_per the __ý 
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compared to other African low interest loans. guidance of the Egyptian 
nations. government. 
The Egyptian political Functioning in Egypt has Strict and limiting regulations 
environment is stable compared many challenges, political imposed on all state owned firms 
4 to the ME, with a stronger issues is not one of them. 
by the holding company. Pricing 
national security system as is specially regulated as per the 
compared to other African guidance of the Egyptian 
nations. government. 
The Egyptian political Functioning in Egypt has Strict and limiting regulations 
environment is stable compared many challenges, political imposed on all state owned firms 
5 to the ME, with a stronger 
issues is not one of them. by the holding company. Pricing 
national security system as is specially regulated as per the 
compared to other African guidance of the Egyptian 
nations. government. 
The Egyptian political It has no effect; in fact the Strict and limiting regulations 
environment is stable compared government provides a imposed on all state owned firms 
to the ME, with a stronger great support for the by the holding company. Pricing 
national security system as business, like tax cuts and is specially regulated as per the 
6 compared to other African low interest loans. guidance of the Egyptian 
nations. But internal regulations government. 
limit some operational strategies 
like expansion, reporting, and 
pricing. 
Egypt compared to other Middle The Egyptian government 
East countries is considered a provides support to firms 
stable political environment to in the pharmaceutical 
7 function in. production business, in 
the meanwhile places 
some tough limits on the 
operations. 
Ql-a: Does the political environment have a special effect onfunctioning in Egypt? 
The information provided regarding the effect of the Egyptian political environment 
on companies' operations showed a clear variation in the perception of interviewees 
from different firms' types. 
Multinational firms were more concerned about the external political affairs. All of 
the 7 multinational firms agreed on the relative stability of the Egyptian political 
environment, as compared to the Middle-East countries. 5 firms also mentioned 
something about the internal national security as compared to most African countries. 
Only 2 tackled the issue of restrictions imposed on their operations by some internal 
governmental regulations. 
On the other hand, neither private investment firms nor state-owned ones mentioned 
anything in the interview about the external political environment but were more 
concerned about the internal governmental regulations as follows; 5 private 
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investment firms out of the 7 interviewed, do not consider the implications of the 
political environment on their operations and see that the political environment in 
Egypt doesn't represent a challenge for their firms, and 4 added that if it has any 
effect it would be a positive effect as the govemment provides great support to 
encourage private investments. Only 2 private investment firms mentioned the 
existence of some governmental regulations that limit to some extent their operations. 
While state-owned firms weren't concerned with governmental regulations but were 
more specific and discussed mainly the holding company's regulations and policies 
imposed on all the subsidiaries, which are sometimes supporting and some other times 
paralyzing the operations. 
It is thus concluded that the political environment in Egypt does not represent the 
same degree of importance to all firms under investigation. Multi-National firms are 
more concerned with the political environment and stability of the country in which 
they want to establish a subsidiary. While private investment firms are more 
concerned with privileges provided by the government to support their operations, 
which would help them gain a competitive advantage. On the other hand, state-owned 
firms are obsessed by the holding company's policies, not the overall country's 
political environment or the Ministry of Health regulations. 
8.2.1.1.2 The Fluctuating Exchange Rate 
Table8.1b: What effect does fluctuating exchange rates have on the firm? 
Co. Multinational Private Investment State-Owned 
The Egyptian Pound has been The costing system needs to be It affects the profitability of 
failing lately, which has a very wary of the changes as the company greatly due to the 
negative effect on the cost of most raw materials are pricing strategy imposed by 
imported raw materials. This imported resulting in a the holding company. 
along with the lack of price fluctuating unit cost as the 
flexibility, locally and value of the Egyptian Pound 
internationally, the firm's changes against other foreign 
profitability is affected currencies. 
negatively. 
The Egyptian Pound has been The costing system needs to be It affects the profitability of 
failing lately, which has a very wary of the changes as the company greatly due to the 
negative effect on the cost of most raw materials are pricing strategy imposed by 
imported raw materials. This imported resulting in a the holding company. 
2 along with the lack of price fluctuating unit cost as the 
flexibility, locally and value of the Egyptian Pound 
internationally, the firm's changes against other foreign 
profitability is affected currencies. 
negatively. 
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The Egyptian Pound has been Profitability fluctuates a lot as It affects the profitability of 
falling lately, which has a the exchange rate fluctuates. the company greatly due to the 
negative effect on the cost of Unfortunately, it has been in pricing strategy imposed by 
imported raw materials. This the unfavorable direction the holding company. 
3 along with the lack of price lately. 
flexibility, locally and 
internationally, the firm's 
profitability is affected 
negatively. 
The lately continuous drop in The costing system needs to be It affects the profitability of 
the value of the Egyptian very wary of the changes as the company greatly due to the 
Pound had major effects on the most raw materials are pricing strategy imposed by 
4 
firm's profitability. imported resulting in a the holding company. 
fluctuating unit cost as the 
value of the Egyptian Pound 
changes against other foreign 
currencies. 
The costing system needs to be The instability of the Egyptian It affects the profitability of 
very wary of the changes as Pound adds many challenges the company greatly due to the 
most raw materials are that threaten the continuation pricing strategy imposed by 
5 imported resulting in a and success of the firm. the holding company. fluctuating unit cost as the 
value of the Egyptian Pound 
changes against other foreign 
currencies. 
It affects greatly the The dropping value of the It affects the profitability of 
6 profitability of the firm Egyptian Pound continuously the company greatly due to the 
especially with the pricing results in an increased unit pricing strategy imposed by 
regulations. cost. the holding company. 
It affects greatly the Profitability fluctuates a lot as 
prof itabi I ity of the firm the exchange rate fluctuates. 
7 especially with the pricing Unfortunately, it has been in 
regulations. the unfavorable direction 
I I lately. 
Ql-b: What effect doesfluctualing exchange rates have on thefirm? 
The effect of fluctuating exchange rates was approved by all interviewees specially 
that the Egyptian pound value has been deteriorating with respect to the EURO and 
the US Dollar lately. It was stated clearly by 4 Multinational firms and I Private 
investment firm that the direct effect of the fall of the Egyptian pound value is on the 
cost of raw materials needed for production which happened to be almost all 
imported. This indirectly affects the firm's profitability due to the inflexibility in 
pharmaceutical products' prices as regulated by the Egyptian Ministry of Health. This 
means that the increase in production cost cannot be compensated by an increase in 
the selling price. 6 Multinational firms approved this indirect effect, 2 private 
investment firms, and all state-owned firms regarded this as the main effect of the 
falling value of the Egyptian pound. Another point of view was presented by I 
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multinational firm and 3 private investment firms. This point of view suggests that the 
continuous fluctuation in the costs of raw materials, due to the Egyptian pound's 
fluctuations, calls for a sound costing system capable of coping with such 
fluctuations. Only one private investment firm considered the deterioration of the 
value of the Egyptian pound as a main threat to the going concern of the firm. 
It is then concluded that the Egyptian pound's exchange rate does have both direct 
and indirect effects on the firms' operations, regardless of its type. And that the 
profitability of the firm will be definitely affected in a positive relationship with the 
Egyptian pound value. This is mainly due to the fact that most of the raw materials are 
imported. 
8.2.1.1.3 Social Related Issues 
TableS. 1c: What social related issues, if any, might have contributed to the success of the 
pharmaceutical industry in Egypt? 
Co. Multinational Private Investment State-Owned 
Over populated areas, literacy, Literacy and over population Over population and literacy 
and diseases, contributes a lot result in increased diseases that encourage the government to 
I to the success and needs of the provide an opportunity for the provide all support needed for 
pharmaceutical industry in pharmaceutical industry in the pharmaceutical industry. 
Egypt. Egypt. 
Dense population and diseases Increased diseases in Egypt Poverty and high level of 
increase the need for call for a great need for literacy along with over 
pharmaceutical products. pharmaceutical products which population result in increased 
2 generates a great potential for diseases which forces the 
the firm. Egyptian government to 
support the pharmaceutical 
industry to provide the 
necessary medications. 
Over populated areas, literacy, The continuously increasing Over population and literacy 
and diseases, contributes a lot needs for pharmaceutical encourage the government to 
3 to the success and needs of the products in Egypt call for the provide all support needed for 
pharmaceutical industry in existence of successful the pharmaceutical industry. 
Egypt. pharmaceutical firms. 
Over populated areas, literacy, Increased diseases in Egypt Poverty and high level of 
and diseases, contributes a lot cal I for a great need for literacy along with over 
to the success and needs of the pharmaceutical products which population result in increased 
4 pharmaceutical 
industry in generates a great potential for diseases which forces the 
Egypt. the firm. Egyptian government to 
support the pharmaceutical 
industry to provide the 
necessary medications. 
The continuously increasing Increased diseases in Egypt Poverty and high level of 
5 needs for pharmaceutical call for a great need for literacy along with over 
products in Egypt call for the pharmaceutical products which population result in increased 
existence of successful I generates a great potential for diseases which forces the 
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pharmaceutical firms. the firm. Egyptian government to 
support the pharmaceutical 
industry to provide the 
necessary medications. 
Dense population and diseases The continuously increasing Over population and literacy 
increase the need for needs for pharmaceutical encourage the government to 
6 pharmaceutical products. products in Egypt call for the provide all support needed for 
existence of successful the pharmaceutical industry. 
pharmaceutical firms. 
Dense population and diseases Dense population and diseases 
7 increase the need for increase the need for 
pharmaceutical products. pharmaceutical products. 
Ql-c: What social related issues, ifany, might have contributed to the success of the 
pharmaceutical industry in Egypt? 
Talking about the social issues in the Egyptian environment that are considered major 
success factors to the pharmaceutical industry from different firms' point of views it 
has been found that 6 Multinational firms regarded the dense population as a main 
factor to the increased demand for this industry, 2 added literacy as another factor, 5 
mentioned also the existence of diseases among them, only one put the increased 
diseases as a result of the other two mentioned factors. One of the multinational firms 
did not really specify factors but only mentioned that the social environment in Egypt 
creates a potential for pharmaceutical firms' success. In the same vein, 2 Private 
investment firms did not specify factors, while 5, mentioned diseases as the main 
factor for this industry's success in Egypt. 2 firms mentioned the dense population 
and I firm mentioned also the high literacy rate and clarified that this factor along 
with the dense population result into increased diseases and this for sure leads to the 
increased demand for the pharmaceutical industry. Another social factor, which is 
poverty, was added by 3 State-owned firms. The whole 6 State-owned firms 
mentioned dense population and high literacy rate, among them, 3 added increased 
diseases, and they all suggested that these four factors lead to the success of the 
pharmaceutical industry in Egypt due to the resulting pressure put on the government 
to provide all needed support for the industry. 
It can be then concluded that the social environment in Egypt contributes to a great 
extent to the success of the phan-naceutical industry due to the dense population, high 
level of literacy and poverty which result in increased diseases. Those factors all 
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together increases, not only the need for pharmaceutical products but also the 
government support for the industry. 
8.2.1.1.4 Unemployment, Social Responsibilities, Over Staffing, and 
Efficiency 
Table 8.1d: With the high rate of unemployment in Egypt does the social responsibility of the 
firm result in over staffing, which may result in low efficiency? 
Co. Multinational Private Investment State-Owned 
The mother company's policy Unemployment rates in Egypt Yes, the government's 
controls recruitment needs and result in low wages and salary responsibility towards 
does not allow for over rates that are put to the unemployment, results in 
staff ing. advantage of the firm. many overstaffing situations 
I However, the firm's but this does not necessarily 
profitability and due to the imply low efficiency. 
highly competitive market, 
overstaffing and low efficiency 
cannot be allowed. 
The mother company's policy Unemployment rates in Egypt Yes, the government's 
controls recruitment needs and result in low wages and salary responsibility towards 
does not allow for over rates that are put to the unemployment, results in 
staffing. advantage of the firm. many overstaffing situations 
2 However, the firm's and this results in low 
profitability and due to the efficiency problems. 
highly competitive market, 
overstaffing and low efficiency 
cannot be allowed. 
The mother company's policy Unemployment rates in Egypt Yes, the government's 
controls recruitment needs and result in low wages and salary responsibility towards 
does not allow for over rates that are put to the unemployment, results in 
staffing. advantage of the firm. many overstaffing situations 
3 However, the firm's but this does not necessarily 
profitability and due to the imply low efficiency. 
highly competitive market, 
overstaffing and low efficiency 
cannot be allowed. 
The mother company's policy Unemployment rates in Egypt Yes, the government's 
controls recruitment needs and result in low wages and salary responsibility towards 
does not allow for over rates that are put to the unemployment, results in 
staffing. advantage of the firm. many overstaffing situations 
4 However, the firm's and this sometimes results in 
profitability and due to the low efficiency problems. 
highly competitive market, 
overstaffing and low efficiency 
cannot be allowed. 
The mother company's policy Unemployment rates in Egypt Yes, the government's 
controls recruitment needs and result in low wages and salary responsibility towards 
does not allow for over rates that are put to the unemployment, results in 
5 staffing. advantage of the firm. many overstaffing situations 
However, the firm's and this sometimes results in 
prof itabi I ity and due to the low efficiency problems. 
highly competitive market, 
4r4r-- 
and low efficiency 
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cannot be allowed. 
The mother company's policy Unemployment rates in Egypt Yes, the government's t's 
controls recruitment needs and result in low wages and salary r responsibility towards 
does not allow for over rates that are put to the 'su sin !t unemployment, results in 
staffing. advantage of the firm. . many overstaffing situations 
6 However, the firm's and this sometimes results in 
profitability and due to the low efficiency problems. 
highly competitive market, 
overstaffing and low efficiency 
cannot be allowed. 
The mother company's policy Unemployment rates in Egypt 
controls recruitment needs and result in low wages and salary 
does not allow for over rates that are put to the 
staffing. advantage of the firm. 
7 However, the firm's 
profitability and due to the 
highly competitive market, 
overstaffing and low efficiency 
cannot be allowed. 
QI-d., With the high rate of unemployment in Egypt does the social responsibility of 
thefirm result in over staffing, which may result in low efficiency? 
In this focus point, the researcher was interested in any over staffing problem that 
probably leads to decreased efficiency. Both, over staffing and low labor efficiency 
might be the results of the unemployment problem characterizing the Egyptian social 
environment. Increased levels of unemployment in Egypt have no effect on all 
multinational firms interviewed as they follow the recruitment policy of the mother 
company which wouldn't allow for any overstaffing consequences. While the Private 
investment firms tackled another point regarding unemployment situations, which 
from their opinion is considered an advantage due to the resulting low wage and 
salary rates. They also agreed that overstaffing and decreased efficiency cannot be 
allowed due to the severe competition in the pharmaceutical industry market. State- 
owned firms on the other hand, are the only firms suffering from overstaffing due to 
the government's social responsibility towards employment, but only 4 firms agreed 
that this will affect for sure the firms' efficiency and the other 2, although agreed that 
they suffer from overstaffing but they were not quite sure that this will consequently 
affect the firms' efficiency. 
It can be then concluded, that although all interviewees agreed that there is an 
unemployment problem in Egypt. Only State-owned firms are directly affected by this 
problem due to government social responsibility which results in some overstaffing 
situations. And this most probably leads to decreased efficiency. While on the other 
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hand, Multinational firms follow the mother company's recruitment policy which 
doesn't allow for overstaffing and the private investment firms cannot allow 
overstaffing and inefficiency which may result in losing competitiveness. 
8.2.1.1.5 The Competitive Environment 
Table8.1e: Describe the competitive environment in which the firm operates and the extent of 
its effect on the firm's success. 
Co. Multinational Private Investment State-Owned 
The high competitive market is The Egyptian highly The pharmaceutical industry in 
a result of the increasing rate competitive market calls for Egypt is a highly competitive 
of private establishments in the huge investments in marketing market; however, the market 
pharmaceutical industry which campaigns. This is especially sector that our firm serves is 
is supported by the when it comes to competing different than that provided by 
government. But the brand with the multinational tycoons the multinational firms or 
name provides a competitive of the industry. newly privately owned 
advantage. companies. This is due to the 
less expensive products we 
produce. 
The high competitive market is The Egyptian highly The pharmaceutical industry in 
a result of the increasing rate competitive market calls for Egypt is a highly competitive 
of private establishments in the huge investments in marketing market; however, the market 
pharmaceutical industry which campaigns. This is especially sector that our firm serves is 
2 is supported 
by the when it comes to competing different than that provided by 
government. But the brand with the multinational tycoons the multinational firms or 
name provides a competitive of the industry. newly privately owned 
advantage. companies. This is due to the 
less expensive products we 
produce. 
The high competitive market is The Egyptian highly The pharmaceutical industry in 
a result of the increasing rate competitive market calls for Egypt is a highly competitive 
of private establishments in the huge investments in marketing market; however, the market 
pharmaceutical industry which campaigns. This is especially sector that our firm serves is 
3 is supported 
by the when it comes to competing different than that provided by 
government. But the brand with the multinational tycoons the multinational firms or 
name provides a competitive of the industry. newly privately owned 
advantage. companies. This is due to the 
less expensive products we 
produce. 
The Egyptian pharmaceutical The highly competitive market The pharmaceutical industry in 
market is a highly competitive in Egypt, generated by both the Egypt is a highly competitive 
one. This results in having to local and international market; however, the market 
increase the marketing budget manufacturers creates a sector that our firm serves is 
adding extra cost to the survival challenge. A huge different than that provided by 
4 delivery of our products. This portion of the firm's expenses the multinational firms or however, is for most products is allocated to promotional newly privately owned 
of the company. Some activities. The stronger companies. This is due to the 
products don't have substitutes financial capabilities of the less expensive products we 
and thus provide support and a multinationals and our limited produce. 
competitive edge. resources give them a 
competitive advantage. 
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The Egyptian pharmaceutical 
market is a highly competitive 
one. This results in having to 
increase the marketing budget 
adding extra cost to the 
delivery of our products. This 
however, is for most products 
of the company. Some 
products don't have substitutes 
and thus provide support and a 
competitive edge. 
6 
The Egyptian pharmaceutical 
market is a highly competitive 
one, as a result, larger 
promotional and advertising 
expenses are required than 
other subsidiaries in other 
countries. 
The Egyptian pharmaceutical 
market is a highly competitive 
one. This results in having to 
increase the marketing budget 
adding extra cost to the 
delivery of our products. This 
however, is for most products 
of the company. Some 
products don't have substitutes 
and thus provide support and a 
competitive edge. 
The highly competitive market 
in Egypt, generated by both the 
local and international 
manufacturers creates a 
survival challenge. A huge 
portion of the firm's expenses 
is allocated to promotional 
activities. The stronger 
financial capabilities of the 
multinationals and our limited 
resources give them a 
competitive advantage. 
The highly competitive market 
in Egypt, generated by both the 
local and international 
manufacturers creates a 
survival challenge. A huge 
portion of the firm's expenses 
is allocated to promotional 
activities. The stronger 
financial capabilities of the 
multinationals and our limited 
resources give them a 
competitive advantage. 
The highly competitive market 
in Egypt, generated by both the 
local and international 
manufacturers creates a 
survival challenge. A huge 
portion of the firm's expenses 
is allocated to promotional 
activities. The stronger 
financial capabilities of the 
multinationals and our limited 
resources give them a 
competitive advantage. 
The pharmaceutical industry in 
Egypt is a highly competitive 
market; however, the market 
sector that our firm serves is 
different than that provided by 
the multinational firms or 
newly privately owned 
companies. This is due to the 
less expensive products we 
produce. 
The pharmaceutical industry in 
Egypt is a highly competitive 
market; however, the market 
sector that our firm serves is 
different than that provided by 
the multinational firms or 
newly privately owned 
companies. This is due to the 
less expensive products we 
produce. 
Ql-e: Describe the competitive environment in which thefirm operates and the 
extent of its qflect on thefirm's success. 
The environment in Egypt was described by all of the 20 interviewees as being a 
highly competitive one. 3 Multinational firms mentioned that the growing size of the 
private sector, supported by the Egyptian government, is the main reason of the 
increased competition. As a result of this severe competition, 4 Multinational firms 
and all Private investment firms had to increase their marketing budgets which is 
agreed upon to be harder for private inves 
' 
tment firms as compared to the 
multinational firms that are supported by the mother company. 6 of the Multinational 
firms added that some products automatically gain a competitive advantage due to the 
lack of substitutes in the market. On the other hand, State-owned firms compete with 
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prices, as they provide relatively less expensive products as compared to the other two 
firm types. 
It can be then concluded that the Egyptian pharmaceutical industry operates in a 
highly competitive environment, due to the existence of the tycoon multinational 
firms, and the lately growing size of the private sector. This increased competition 
resulted in huge budgets allocated to marketing activities. While state-owned firms' 
competitiveness depend more on their low priced products, therefore, serving a 
different market segment and thus they don't have to increase their marketing 
budgets. 
8.2.1.2 Theme 1: General Conclusions 
Regarding the Egyptian environment implications, it can be concluded from the 
previous tabulated analysis of the interviewees opinion that the Egyptian political and 
social environment, characterized by relative political stability and internal security, 
as compared to other middle-east and African countries, high dense population with 
high literacy rate and poverty, which consequently lead to the existence of different 
diseases, has contributed to great extent to the success of pharmaceutical industry and 
the growing size and number of multinational firms and private investment firms 
operating in Egypt. As a result the environment became severely competitive and 
huge budgets were devoted to marketing activities if not able to compete on price. But 
on the other hand the deteriorating value of the Egyptian pound against other 
currencies, which increased expenses on imported raw materials, along with the strict 
pricing policy imposed by the ministry of health on all firrns, lead to a decrease in the 
firms' net profit achieved. Another implication of the Egyptian environment is the 
unemployment problem which negatively affects the state-owned firms by being 
forced sometimes to be overstaffed due to social responsibilities and this would of 
course lead to inefficiency as compared to other firms' types operating in the market. 
Which if not making advantage of the unemployment problem, like private 
investment firms which benefit from the resulting low labor rate, at least won't be 
negatively affected, such as multinational firms which don't consider themselves 
socially responsible and don't adjust their mother companies' recruitment policies to 
help in solving the unemployment problem. 
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It is then clear from the discussion that the Egyptian environment supports the growth 
of the pharmaceutical industry and is contributing to great extent to the continuous 
growth of the private sector and is also encouraging foreign multinational firms to 
invest in Egypt. In addition to the support it provides to state-owned firms which 
enabled them to compete with the other tycoons and show great success among other 
firms' types, since 6 state-owned firms are in the list of the top 20 manufacturing 
pharmaceutical firms operating in Egypt. 
8.2.2 Theme 2: Accounting Practices 
This theme analyzes the status of management accounting practices in the Egyptian 
pharmaceutical industry in terms of the extent of use of traditional systems, how the 
decisions are made to adopt a recently developed practice, and the extent of 
computerization and its benefits. 
8.2.2.1 Theme 2: Points of Focus 
Q2-a Why are some traditional practices still in use? 
Q2-b What criteria are used in selecting newly developed practices? 
Q2-c Does the availability of financial resources affect the decision of adopting 
recently developed practices? 
Q2-d To what extent is the firm's accounting system computerized? 
Q2-e Would computerization affect your decision to adopt recently developed 
accounting practices? 
8.2.2.1.1 Traditional Practices 
Table8.2a: Why are some traditional practices still in use? 
Co. Multinational Private Investment State-Owned 
Certain traditional practices The use of traditional methods Personnel are familiar with the 
are useful for what they're eliminates the need for un- traditional techniques, 
used for and cannot be necessary training expenses. In resulting in ease of use and 
eliminated, like budgeting. addition, some regulations of interpretation which minimizes 
Some traditional practices are the Ministry of Health require mistakes and increases 
needed to satisfy local the use of some of these accuracy. On the other hand, 
regulations. techniques. the more recently developed 
practices require a long period 
of time for the personnel to be 
familiar with it. 
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Certain traditional practices The ease of use and Currently used traditional 
are useful for what they're interpretation of many practices are well established 
used for and cannot be traditional practices justify and cannot be eliminated. In 
eliminated, like budgeting. relying on them rather than the addition, it eases decision 
2 Some traditional practices are more recently developed ones. making and 
interpretation of 
needed to satisfy local In addition, some results. 
regulations. governmental regulations 
require the use of traditional 
practices, like taxation and 
pricing. 
Certain traditional practices Some traditional techniques Ease of use and interpretation, 
are useful for what they're cannot be eliminated, like in addition to saving training 
used for and cannot be budgeting; however, some expenses required for the more 
eliminated, like budgeting. recent developments may be advanced practices. 
3 Some traditional practices are used in addition to it. In 
needed to satisfy local addition, some governmental 
regulations. regulations require the use of 
traditional practices, like 
taxation and pricing. 
Personnel in the local market The ease of use and Personnel are familiar with the 
are well trained on the interpretation of many traditional techniques, 
traditional practices, therefore, traditional practices justify resulting in ease of use and 
there's no need to introduce relying on them rather than the interpretation which minimizes 
4 other more recent techniques, more recently 
developed ones. mistakes and increases 
unless the traditional ones are In addition, some accuracy. On the other hand, 
found to be insufficient. governmental regulations the more recently developed 
require the use of traditional practices require a long period 
practices, like taxation and of time for the personnel to be 
pricing. familiar with it. 
Personnel in the local market The ease of use and Ease of use and interpretation, 
are well trained on the interpretation of many in addition to saving training 
traditional practices, therefore, traditional practices justify expenses required for the more 
there's no need to introduce relying on them rather than the advanced practices. In 
5 other more recent techniques, more recently 
developed ones, addition, they comply with 
unless the traditional ones are In addition, some some regulations of the 
found to be insufficient. governmental regulations Ministry of Health. 
require the use of traditional 
practices, like taxation and 
pricing. 
Personnel in the local market Some traditional techniques Ease of use and interpretation, 
are well trained on the cannot be eliminated, like in addition to saving training 
traditional practices, therefore, budgeting; however, some expenses required for the more 
there's no need to introduce recent developments may be advanced practices. 
6 other more recent techniques, used in addition to it. In 
unless the traditional ones are addition, some governmental 
found to be insufficient. regulations require the use of 
traditional practices, like 
taxation and pricing. 
Personnel in the local market The use of traditional methods 
are well trained on the eliminates the need for un- 
traditional practices, therefore, necessary training expenses. In 
7 there's no need to introduce addition, some regulations of 
other more recent techniques, the Ministry of Health require 
unless the traditional ones are the use of some of these 
L 
found to be insufficient. techniques. 
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Q2-a: Why are some traditional practices still in use? 
This point focuses on the traditional management accounting practices that were 
found to be still widely in use by all firms under investigation. 3 multinational firms 
mentioned the importance of some traditional practices that cannot be eliminated 
either because they can not be substituted by more recent practices or because they 
satisfy some local government regulations. While the other 4 multinationals were 
more concerned about the competency of local personnel to those traditional 
techniques, so unless found to be insufficient, changes are not recommended. private 
investment firms were all concerned about the ability of traditional practices to satisfy 
governmental regulations. While 2 firms also mentioned that relying on traditional 
practices results in saving personnel training expenses associated with the 
introduction of new practices. And another 2 private investment firms supported the 
view of multinational firms that some traditional practices are very useful that they 
cannot be eliminated or substituted. Finally, the ease of use and interpretation of such 
traditional practices that are well established in the firms was another reason for the 
sound use of traditional practices as explained by 3 private investment firms. This 
view was also supported by all of the 6 State-owned firms which explained that the 
ease of use and interpretation minimizes mistakes and increases accuracy in decisions 
made relying on information provided by such traditional practices. 3 State-owned 
firms also mentioned the savings in personnel training expenses associated with the 
introduction of new practices, the point that was also suggested by 2 private 
investment firms. One firm mentioned the importance of such traditional practices as 
it cannot be substituted for, and another firm mentioned that they satisfy local 
government regulations. 2 firms mentioned another interesting point which is the long 
period of time required for the personnel to get familiar with the application and use 
of new practices which adds to the importance of traditional practices. 
It can be then concluded that traditional management accounting practices are still in 
use due to many reasons; first one is the difficulty of eliminating some of these 
practices because they have no recently developed substitutes and also because they 
satisfy some governmental regulations and requirements. This view was mainly 
supported by multinational firms and private investment firms. In addition to the 
familiarity of personnel to the use and the interpretation of results of traditional 
practices as compared to recently developed ones which would require huge 
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investment in personnel training before they are implemented. This view was totally 
supported by all state-owned firms and some of the multinationals and private 
investment firms. Besides, recent practices will not show any benefits in the short- 
term due to the long period of time needed for the personnel to get familiar with the 
new practice implementation and use, therefore traditional practices need to continue 
in existence until firms get familiar with the new ones. 
8.2.2.1.2 Newly Developed Practices Selection Criteria 
Table 8.2b: What criteria are used in selecting newly developed practices? 
Co. Multinational Private Investment State-Owned 
Appropriateness to the needs Justified cost, required Government regulations, the 
of the firm, compatibility to training, satisfying regulations, holding company's policy, 
I the skill level of the personnel, and implementation time. justifiable cost, compatibility 
and time needed for full to personnel, and the amount 
implementation are among the of additional training 
most considered criteria. requirements. 
Appropriateness to the needs Justified cost, required Government regulations, the 
of the firm, compatibility to training, satisfying regulations, holding company's policy, 
[2 
the skill level of the personnel, implementation time, and justiflable cost, compatibility 
and time needed for full contribution to success. to personnel, and the amount 
implementation are among the of additional training 
most considered criteria. requirements. 
Appropriateness to the needs Appropriateness to the needs Government regulations, the 
of the firm, compatibility to of the firm, compatibility to holding company's policy, 
3 the skill level of the personnel, the skill level of the personnel, justifiable cost, and the amount 
and time needed for full and time needed for full of additional training 
implementation are among the implementation are among the requirements. 
most considered criteria. most considered criteria. 
Appropriateness to the needs Justified cost, required Justified cost, required 
of the firm, compatibility to training, satisfying regulations, training, satisfying regulations, 
4 the skill level of the personnel, implementation time, and implementation time, and 
and time needed for full contribution to success. contribution to success. 
implementation are among the 
most considered criteria. 
Appropriateness to the needs Appropriateness to the needs Government regulations, the 
of the firm, compatibility to of the firm, justified cost, holding company's policy, 
5 the skill level of the personnel, required training, and justifiable cost, and the amount 
and time needed for full contribution to success. of additional training 
implementation are among the requirements. 
most considered criteria. 
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Contribution to success, 
justifiable cost, and time 
6 needed for full implementation 
are among the most considered 
criteria. 
Contribution to success, 
justifiable cost, and 
7 compatibility to the skills of 
the personnel, are among the 
most considered criteria. 
Justified cost, required 
training, satisfying regulations, 
implementation time, and 
contribution to success. 
Justified cost, required 
training, satisfying regulations, 
implementation time, and 
contribution to success. 
Government regulations, the 
holding company's policy, 
justifiable cost, and the amount 
of additional training 
requirements. 
Q2-b: What criteria are used in selecting newly developed practices? 
Talking about the criteria used to select newly developed practices, the following 
points were collected; 6 out of the 7 multinational firms consider the compatibility of 
personnel to the new practice under evaluation and the time required until full 
implementation are among the most important criteria. 5 firms mentioned also the 
appropriateness of the practice to the firm's needs. Another two criteria were 
mentioned by only 2 of the multinational firms which are the expected contribution of 
the new practice implementation to the overall firm success, as well as the 
justification of the additional costs that need to be incurred to implement such new 
practices. While on the other hand, private investment firms were more concerned 
with time needed for full implementation, expected contribution of the new practice to 
the overall firm success, and justification of the additional costs incurred to 
implement a new practice. They also discussed 2 other criteria that weren't mentioned 
by the multinational firms, which are the required personnel training to use the new 
practice, and the degree of fit between the practice and the governmental regulations. 
All of the five criteria were mentioned by 5 private investment firms. 2 firms 
mentioned the appropriateness of the new practice to the firm needs and only one firm 
was also concerned with the compatibility of personnel to the new practice. State- 
owned firms didn't add new criteria to the list already mentioned by multinational and 
private investment firms but, they put different weights to each one. All of the 6 firms 
agreed on the justification of additional incurred cost and the fit between the practice 
and government regulations to be the most important criteria used in the choice of 
adopting a new practice. 5 firms mentioned the additional training needed to 
familiarize personnel with the use and implementation of the new practice. 2 
mentioned the compatibility of personnel. I was also concerned with the required 
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time to complete full implementation and I regarded the expected contribution to the 
overall firm success as an important criterion. 
It can be then concluded that the main criteria used in selecting the recent practice to 
be adopted are appropriateness to firm's needs, compatibility to personnel skills, time 
needed for full implementation, its expected contribution to the firm's success, 
justification of its implementation cost, required personnel training associated with its 
adoption and the degree to which it satisfies government regulations and 
requirements. But it is clear from the answers that different firms' types gave different 
weights to each criterion. For example, multinational firms were more concerned 
about the firms' needs and also the compatibility of personnel and didn't mention at 
all government regulations or training requirements and this reflects the doubt 
multinational firms have regarding the recruitment for their subsidiaries specially the 
ones established in a developing country. While private investment firms were 
concerned more of the time needed for full implementation, its expected contribution 
to the overall firm success, justification of its costs, personnel training requirements to 
implement and use the new practices, and the degree of fit with government 
regulations. This reflects the interest of any private firm in the maximization of profit 
and the avoidance of any unnecessary costs to ensure firms' success. Finally the State- 
owned firms were more concerned about the fit into government regulations and the 
required training for implementation and use, which clearly shows the consciousness 
of the state-owned firms towards regulations, and any increase in expenses as well. It 
is also worth mentioning that the two points mentioned: compatibility of personnel 
and required training are two sides of the same coin but from the point of view of 
multinationals they care about the existence of qualified personnel while the same 
point is reflected in the private investment and the state-owned firms' answers but 
from a materialistic point of view in which they are more concerned about required 
personnel training and of course the associated additional expenses. 
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8.2.2.1.3 Availability of Financial Resources 
Table 8.2c: Does the availability of financial resources affect the decision of adopting recently 
developed practices? 
Co. Multinational Private Investment State-Owned 
No, because all needed No, we are financially No, the holding company 
I resources are provided by the supported by the Industrial provides all the necessary 
mother company. Modernization System (IMS) justifiable financial resources. 
No, because all needed No, we are financially No, the holding company 
2 resources are provided by the supported by the Industrial provides all the necessary 
mother company. Modernization System (IMS) justifiable financial resources. 
No, because all needed No, we are financially No, the holding company 
3 resources are provided by the supported by the Industrial provides all the necessary 
mother company. Modernization System (IMS) justifiable financial resources. 
No, because all needed No, we are financially No, the holding company 
4 resources are provided by the supported by the Industrial provides all the necessary 
mother company. Modernization System (IMS) justifiable financial resources. 
No, because all needed No, we are financially No, the holding company 
5 resources are provided by the supported by the Industrial provides all the necessary 
mother company. Modernization System (IMS) justiflable financial resources. 
No, because all needed No, we are financially No, the holding company 
6 resources are provided by the supported by the Industrial provides all the necessary 
mother company. Modernization System (IMS) justifiable financial resources. 
No, because all needed No, we are financiaily 
7 resources are provided by the supported by the Industrial 
mother company. Modernization System (IMS) 
Q2-c: Does the availability offinancial resources affect the decision ofadopling 
recently developed practices? 
Regarding the availability of financial resources and whether it affects a firm's 
decision to adopt a recently developed practice, it was unexpectedly found that 
financial resources do not represent an obstacle to any of the firms; rather, it was 
found that funds can be made available, but only subject to proper justification and 
approval by a higher authority depending on the firm's type. For all multinational 
firms, the mother company always provides the needed financial resources if its use is 
justified. While for private investment firms, the Industrial Modemization System 
(IMS) provides financial support to all privately owned firms. On the other hand, the 
holding company provides the needed financial resources to all its subsidiaries under 
the condition of accepting the submitted project by the subsidiary for implementation 
approval. 
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It can be then concluded that the availability of financial resources doesn't represent a 
constraint to or limit choices of the adoption of recently developed management 
accounting practices in firms of the 3 types. 
8.2.2.1.4 Computerization 
Table8.2d: To what extent is the firm's accounting system computerized? 
Co. Multinational Private Investment State-Owned 
It is fully automated and It is fully automated, Computerization of the system 
connected to the mother however, due to local started recently, in a gradual 
company, however, due to governmental regulations; progression following a program 
local governmental the manual system is run set by the holding company to be 
regulations-, the manual system in parallel. able to exercise control over all of 
is run in parallel. its subsidiaries. The manual system 
will continue to be in use even 
after the computerization is fully 
implemented in the next 2 years. 
It is fully automated and It is fully automated, Computerization of the system 
connected to the mother however, due to local started recently, in a gradual 
company, however, due to governmental regulations; progression following a program 
local governmental the manual system is run set by the holding company to be 
2 regulations; the manual system in parallel. able to exercise control over all of 
is run in parallel. its subsidiaries. The manual system 
will continue to be in use even 
after the computerization is fully 
implemented in the next 2 years. 
It is fully automated and It is fully automated, Computerization of the system 
connected to the mother however, due to local started recently, in a gradual 
[ 
company, however, due to governmental regulations; progression following a program 
local governmental the manual system is run set by the holding company to be 
3 regulations; the manual system in parallel. able to exercise control over all of 
is run in parallel. its subsidiaries. The manual system 
will continue to be in use even 
after the computerization is fully 
implemented in the next 2 years. 
It is fully automated and It is fully automated, Computerization of the system 
connected to the mother however, due to local started recently, in a gradual 
company, however, due to governmental regulations; progression following a program 
local governmental the manual system is run set by the holding company to be 
4 regulations; the manual system in parallel. able to exercise control over all of 
is run in parallel. its subsidiaries. The manual system 
will continue to be in use even 
after the computerization is fully 
implemented in the next 2 years. 
It is fully automated and It is fully automated, Computerization of the system 
connected to the mother however, due to local started recently, in a gradual 
company, however, due to governmental regulations; progression following a program 
local governmental the manual system is run set by the holding company to be 
5 regulations; the manual system in parallel. able to exercise control over all of 
is run in parallel. its subsidiaries. The manual system 
will continue to be in use even 
after the computerization is fully 
implemented in the next 2 years. 
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It is fully automated and It is fully automated, Computerization of the system 
connected to the mother however, due to local started recently, in a gradual 
company, however, due to governmental regulations; progression following a program 
local governmental the manual system is run set by the holding company to be 
6 regulations; the manual system in parallel. able to exercise control over all of 
is run in parallel. its subsidiaries. The manual system 
will continue to be in use even 
after the computerization is fully 
implemented in the next 2 years. 
It is fully automated and It is fully automated, 
connected to the mother however, due to local 
7 company, 
however, due to governmental regulations; 
local governmental the manual system is run 
regulations-, the manual system in parallel. 
is run in parallel. 
Q2-& To what extent is thefirm's accounting system computerized? 
Regarding system computerization, multinational firms and private investment firms 
were all fully computerized but running a manual system in parallel as well since the 
manual system satisfies government requirements and regulations. As for the state- 
owned firms, they were all at the same level of gradually computerizing of the system 
as they all follow the same program imposed by the holding company to computerize 
all of its subsidiaries to be able to exercise more control over them. The system is 
expected to be fully computerized in two years time period. They also confirmed that 
the manual system is to be maintained in parallel even after full computerization as a 
backup system and again to satisfy some governmental regulations like taxation and 
pricing issues. 
It's then concluded that all multinational and private investment firms are fully 
computerized but running a parallel manual system, while the state-owned firms are 
on y partia y computerized but expected to fully computerize their systems in 2 
years. Running a parallel system is not optional because it is a requirement by the 
government for taxation, pricing, and other control concerns. 
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8.2.2.1.5 Computerization and the Adoption of Recently Developed 
Practices 
Table8.2e: Would computerization affect your decision to adopt recently developed accounting 
practices? 
I Co. I Multinational I Private Investment I State-Owned I 
Yes, it will ease the transition 
to the new selected practice. In 
addition, some practices are 
implemented through software 
packages; therefore, they 
cannot be implemented in the 
absence of a computerized 
system. 
2 
4 
Yes, because it eases the 
transition to the new selected 
practice, and is considered a 
pre-requisite for some 
practices that cannot be 
implemented in the absence of 
a computerized system, 
because they are implemented 
through software packages. 
Yes, because it eases the 
transition to the new selected 
practice, and is considered a 
pre-requisite for some 
practices that cannot be 
implemented in the absence of 
a computerized system, 
because they are implemented 
through software packages. 
Yes, because it eases the 
transition to the new selected 
practice, and is considered a 
pre-requisite for some 
practices that cannot be 
implemented in the absence of 
a computerized system, 
because they are implemented 
through software packages. 
Yes, because it eases the 
transition to the new selected 
practice, and is considered a 
pre-requisite for some 
practices that cannot be 
implemented in the absence of 
a computerized system, 
because they are implemented 
through software packages. 
Yes, because it eases the 
transition to the new selected 
practice, and is considered a 
pre-requisite for some 
practices that cannot be 
implemented in the absence of 
a computerized system, 
because they are implemented 
through software packages. 
Yes, because it eases the 
transition to the new selected 
practice, and is considered a 
pre-requisite for some 
practices that cannot be 
implemented in the absence of 
a computerized system, 
because they are implemented 
through software packages. 
Yes, because it eases the 
transition to the new selected 
practice, and is considered a 
pre-requisite for some 
practices that cannot be 
implemented in the absence of 
a computerized system, 
because they are implemented 
through software packages. 
Yes, because it eases the 
transition to the new selected 
practice, and is considered a 
pre-requisite for some 
practices that cannot be 
implemented in the absence of 
a computerized system, 
because they are implemented 
through software packages. 
Yes, because it eases the 
transition to the new selected 
practice, and is considered a 
pre-requisite for some 
practices that cannot be 
implemented in the absence of 
a computerized system, 
because they are implemented 
through software packages. 
Yes, because it eases the 
transition to the new selected 
practice, and is considered a 
pre-requisite for some 
practices that cannot be 
implemented in the absence of 
a computerized system, 
because they are implemented 
through software packages. 
Yes, because it eases the 
transition to the new selected 
practice, and is considered a 
pre-requisite for some 
practices that cannot be 
implemented in the absence of 
a computerized system, 
because they are implemented 
through software packages. 
Yes, because it eases the 
transition to the new selected 
practice, and is considered a 
pre-requisite for some 
practices that cannot be 
implemented in the absence of 
a computerized system, 
because they are implemented 
through software packages. 
Yes, because it cases the 
transition to the new selected 
practice, and is considered a 
pre-requisite for some 
practices that cannot be 
implemented in the absence of 
a computerized system, 
because they are implemented 
through software packages. 
Yes, because it eases the 
transition to the new selected 
practice, and is considered a 
pre-requisite for some 
practices that cannot be 
implemented in the absence of 
a computerized system, 
because they are implemented 
through software packages. 
197 
Yes, because it eases the Yes, because it eases the Yes, because it eases the 
transition to the new selected transition to the new selected transition to the new selected 
practice, and is considered a practice, and is considered a practice, and is considered a 
pre-requisite for some pre-requisite for some pre-requisite for some 
6 practices that cannot be practices that cannot be practices that cannot be 
implemented in the absence of implemented in the absence of implemented in the absence of 
a computerized system, a computerized system, a computerized system, 
because they are implemented because they are implemented because they are implemented 
through software packages. through software packages. through software packages. 
Yes, because it eases the Yes, because it eases the 
transition to the new selected transition to the new selected 
practice, and is considered a practice, and is considered a 
pre-requisite for some pre-requisite for some 
7 practices that cannot be practices that cannot be 
implemented in the absence of implemented in the absence of 
a computerized system, a computerized system, 
because they are implemented because they are implemented 
through software packages. through software packages. 
Q2-e: Would computerization affect your decision to adopt recently developed 
accounting practices? 
This focus point is concerned about whether computerization is an important factor to 
be considered in the decision to adopt a new management accounting practice. And 
for the first time all respondents, regardless of the type of firms they represent, agree 
on the same answer. As they all confirmed that yes, it is an important factor to be 
considered in taking the decision to apply a new practice, even more it can be 
considered a pre-requisite to the implementation and adoption of some recently 
developed management accounting practices specially the ones that are implemented 
through software packages. They also added that the existence of computerized 
systems, generally speaking, eases the transition to any new techniques. 
8.2.2.2 Theme 2: General Conclusions 
After the thorough analysis of theme 2, presented in the preceding section, the 
researcher can conclude that traditional management accounting practices are still 
heavily in use and don't have to be substituted by newly developed practices unless 
found to be insufficient to the firms' needs. This of course is mainly due to the 
associated expenses with the adoption of the new practices and the time needed for 
the personnel to get familiar to their use and interpretation, a problem that does not 
exist with the traditional ones. Also, computerization is a main criterion to be 
considered before considering switching to an advanced practice, which is found to 
ease the transition or even more, is considered a perquisite to adopting recently 
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developed techniques specially the ones implemented through software packages. 
That's why all firms are fully computerized. State-owned firms realized also the 
importance of computerization and its role in facilitating the adoption of recently 
developed techniques; however, due to the lengthy process and regulations imposed 
by the holding company, they are still in the process of computerization which is 
expected to be completed in the near future. But computerization does not eliminate 
the need to run the manual system in parallel as a back up and at the same time to 
satisfy some governmental regulations and requirements. In addition to 
computerization, firms will go for the new practices, but only if it's justifiable. 
Namely, when a need necessitates the adoption of a newly developed technique, then 
it can be adopted if the new practice under consideration justifies the additional 
associated costs incurred, contributes to the overall firm success, and can find the 
personnel with the competency needed to use it without having to heavily invest in 
personnel training. Scarcity of financial resources is of course an important point to be 
considered before deciding any change, but it is not a main obstacle to firms under 
study as financial resources can be provided for all firm types under the condition that 
the need is justified as per the above mentioned criteria. 
8.2.3 Theme 3: Performance and Quality Issues 
This theme considers in the analysis quality related issues, specifically those related to 
the ISO certification and its impact on the firm. It also considers performance 
indicators and takes a close look at the different types of measures in use by the firms 
under study. 
8.2.3.1 Theme 3: Points of Focus 
Q3-1 Other than the quality assurance measures imposed by the industry, have 
you applied for the ISO certificate? When? Why? (Why not)? 
Q3-2 Did the acquisition of the ISO certificate (or its equivalent) affect the 
choice of adopting recently developed accounting practices? 
Q3-3 Did adopting recently developed accounting practices enhance the firm's 
success? 
Q34 What is the most commonly used performance evaluation financial 
measures? 
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Q3-5 What is the most commonly used performance evaluation non-financial 
measures? 
8.2.3.1.1 The ISO Certification 
Table 8.3a: Other than the quality assurance measures imposed by the industry, have you 
applied for the ISO certificate? When? Why? (Why not)? 
Co. Multinational Private Investment State-Owned 
Yes, 2000, to gain competitive Yes, 1990, mainly to gain Yes, 1994, to gain a 
I advantage in the Egyptian competitive advantage, but it competitive advantage as 
market where it's greatly also organized internal recommended by the holding 
appreciated. procedures greatly. company. 
Yes, 2004, to gain competitive Yes, 2000, mainly to gain Yes, 1997, to gain a 
advantage in the Egyptian competitive advantage, but it competitive advantage as 
2 market where it's greatly also organized internal recommended by the holding 
appreciated. procedures greatly. In addition, company. 
it facilitates exporting. 
No, N/A, an equivalent system Yes, 1990, mainly to gain Yes, 1996, to gain a 
is followed by the mother competitive advantage, but it competitive advantage as 
3 company and therefore, is to also organized internal recommended by the holding 
be applied on all of its procedures greatly. In addition, company. 
subsidiaries. it facilitates exporting. 
Yes, 2000, to gain competitive Yes, 1994, mainly to gain Yes, 1997, to gain a 
advantage in the Egyptian competitive advantage, but it competitive advantage as 
F4 
market where it's greatly also organized internal recommended by the holding 
appreciated. procedures greatly. In addition, company. 
it facilitates exporting. 
No, N/A, an equivalent system Yes, 2003, mainly to gain Yes, 1998, to gain a 
is followed by the mother competitive advantage, but it competitive advantage as 
5 company and therefore, is to also organized internal recommended by the holding 
be applied on all of its procedures greatly. company. 
subsidiaries. 
No, N/A, an equivalent system Yes, 2002, mainly to gain Yes, 1997, to gain a 
is followed by the mother competitive advantage, but it competitive advantage as 
6 company and therefore, is to also organized internal recommended by the holding 
be applied on all of its procedures greatly. company. 
subsidiaries. 
No, N/A, an equivalent system Yes, 1996, mainly to gain 
is followed by the mother competitive advantage, but it 
7 company and therefore, is to also organized internal 
be applied on all of its procedures greatly. 
subsidiaries. I 
Q3-a: Other than the quality assurance measures imposed by the industry, have you 
appliedfor the ISO certificate? When? Why? (Why not)? 
The first focus point is concerned with the ISO certification. Only 3 multinational 
firms have recently got the ISO certificate after year 2000. The main reason they 
thought of acquiring the ISO certificate is the competitive advantage it provides in the 
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Egyptian market, as it is highly appreciated by the society. While the rest of the 
multinational firms didn't acquire it as the mother company follows other equivalent 
quality systems and finds no need for the ISO. On the other hand, all private 
investment firms are ISO certified; 4 acquired the certification before year 2000 and 3 
after 2000. All 7 firms agreed that the competitive advantage it provides in the 
Egyptian market is the main motive behind acquiring it, but they also added that it 
was found to be of great help in organizing the internal systems and operations of the 
firm. Only 3 Private investment firms mentioned the importance of being ISO 
certified in the exports activities, as it is sometimes required by the foreign customers 
to guarantee the quality of their products. While for the state-owned firms, all of them 
had acquired the ISO certificate before year 2000 and they all followed the 
instructions and recommendations of the holding company in order to achieve a 
competitive advantage as they mainly view ISO certification as a competitive weapon. 
It can be then concluded that ISO certification is mainly an added competitive 
advantage from the point of view of both multinational and state-owned firms. 
Furthermore, private investment firms also appreciate its role in organizing the firms' 
internal systems and operations. State-owned firms were the first to acquire the ISO 
certification; this is mainly because state-owned firms are also the oldest established 
ones. While for the private investment firms, the 3 firms that acquired ISO 
certification after year 2000 are the more recently established ones. 
8.2.3.1.2 ISO and the Adoption of Recently Developed Practices 
Table 8.3b: Did the acquisition of the ISO certificate (or its equivalent) affect the choice of 
adopting recently developed accounting practices? 
Co. Multinational Private Investment State-Owned 
Although it further assists in Although it further assists in It might have some effect on 
better organize the procedures, better organize the procedures, the choice due to the well 
I but it's not a major contributor but it's not a major contributor organized procedures it results 
to the decision. to the decision. in, but it's not comparable to 
other more relevant factors. 
it had no significant effect on Depending on the situation and It might have some effect on 
the decision. the accounting practice being the choice due to the well 
2 considered, the importance of organized procedures it results 
the ISO certificate may vary. in, but it's not comparable to 
other more relevant factors. 
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The specially organized Although it further assists in it might have some effect on 
procedures based on the better organize the procedures, the choice due to the well 
3 quality assurance program but it's not a major contributor organized procedures 
it results 
followed facilitate greatly the to the decision. in, but it's not comparable to 
adoption of newly developed other more relevant factors. 
practices. 
Although it further assists in Depending on the situation and It might have some effect on 
better organize the procedures, the accounting practice being the choice due to the well 
4 but it's not a major contributor considered, the importance of organized procedures it results 
to the decision. the ISO certificate may vary. in, but it's not comparable to 
other more relevant factors. 
The specially organized It facilitates the transition to a Without the well organized set 
procedures based on the more recently developed of procedures, adoption of 
5 quality assurance program practice. 
different (more recently 
followed facilitate greatly the developed) practices may be 
adoption of newly developed impossible. Therefore, the ISO 
practices. certification is a must. 
The specially organized It provides some assistance to It might have some effect on 
procedures based on the enhance and ease the choice the choice due to the well 
6 quality assurance program and transition to 
different organized procedures it results 
followed facilitate greatly the (more advanced) systems. in, but it's not comparable to 
adoption of newly developed other more relevant factors. 
practices. 
The specially organized It provides some assistance to 
procedures based on the enhance and ease the choice 
7 quality assurance program and transition to 
different 
followed facilitate greatly the (more advanced) systems. 
adoption of newly developed 
practices. 
Q3-b: Did the acquisition of the ISO certificate (or its equivalent) affect the choice of 
adopting recently developed accounting practices? 
3 out of the 7 multinational firms didn't see that acquiring the ISO certificate 
facilitates or contributes to the decision of adopting recent management accounting 
practices. And it is worth noting that those 3 firms are the 3 that already have the ISO 
certificate among the multinational firms. While the other 4, which have other 
equivalent systems, consider such quality assurance system as a major contributor to 
the organization of the firms' procedures and internal operations which in their 
opinion facilitates or can even be considered a pre-requisite to such adoption. All 
private investment firms didn't approve the role the acquisition of ISO certification 
may play in deciding to adopt new practices. 3 of them mentioned that it might 
facilitate and ease the transition to a more advanced practice, while 2 other firms 
stated that this will depend on the situation and the practice under evaluation for 
adoption but it is not to be taken in absolute terms. 5 out of the 6 state-owned firms 
clarified that the acquisition of ISO certification might have an effect on the choice of 
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adopting a more advanced practice but it has a minor importance as compared to more 
relevant factors. Only one state-owned firm considers it as an important factor to the 
decision of adopting new practices due to the well organized operation resulting from 
ISO, which facilitates any change. 
It can be then concluded that the majority of firms regardless of their types, didn't see 
that the acquisition of the ISO certification as an effective criteria that reflects on the 
decision to adopt recently developed practices. Few, mainly multinational and state- 
owned, consider its effect on the organization of internal procedures which in turn 
facilitates the decision to adopt new practices. 
8.2.3.1.3 The Adoption of Recent Practices and the Firm's Success 
Table 8.3c: Did adopting recently developed accounting practices enhance the firm's success? 
Co. Multinational Private Investment State-Owned 
New techniques should New techniques should Not necessarily, given the 
contribute to the firm's contribute to the firm's extra cost associated with the 
success, but no specific success, but no specific adoption of such recently 
I measure is used to clearly measure is used to clearly developed techniques. 
indicate such a relation. indicate such a relation. However, it may have a 
positive impact on the long 
run. 
Of course, but along with other New techniques should Not necessarily, given the 
contributing factors. contribute to the firm's extra cost associated with the 
success, but no specific adoption of such recently 
2 measure is used to clearly developed techniques. 
indicate such a relation. However, it may have a 
positive impact on the long 
run. 
The effect cannot be isolated New techniques should Not necessarily, given the 
as the firm's success can be contribute to the firm's extra cost associated with the 
contributed to a result of many success, but no specific adoption of such recently 
3 inter-relating factors. measure is used to clearly developed techniques. 
indicate such a relation. However, it may have a 
positive impact on the long 
run. 
Of course, but along with other No clear answer was given Not necessarily, given the 
contributing factors. since this relation was never extra cost associated with the 
measured in particular. adoption of such recently 
4 developed techniques. 
However, it may have a 
positive impact on the long 
run. 
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Of course, but along with other No clear answer was given Not necessarily, given the 
contributing factors. since this relation was never extra cost associated with the 
measured in particular. adoption of such recently 
5 developed techniques. 
However, it may have a 
positive impact on the long 
run. 
Of course, but along with other New techniques should Not necessarily, given the 
contributing factors. contribute to the firm's extra cost associated with the 
success, but no specific adoption of such recently 
6 measure is used to clearly developed techniques. 
indicate such a relation. However, it may have a 
positive impact on the long 
run. 
Of course, but along with other No clear answer was given 
7 contributing factors. since this relation was never 
measured in particular. 
Q3-c: Did adopting recently developed accounting practices enhance thefirm's 
success? 
The main concern of this point is to understand to what extent the interviewees 
perceive a positive relationship between the adoption of newly developed accounting 
practices and the overall firm success. Three different opinions were provided by the 
three different firm types. That is, opinions were to a great extent similar within each 
firm type, multinational, private investment, and state-owned firms. For example; 
private investment firms all agreed that it should contribute to the overall firm 
success, but stated that this fact can't be confirmed as they have no specific measure 
to test this relationship or in other words: it hasn't been tested before. I multinational 
firm supported the private investment firms' opinion and the other remaining 6 added 
that such adoption does contribute to the overall firm success, but it is hard to isolate 
its effect or measure it in isolation, as firms' success is the result of many inter- 
relating factors. As for the state-owned firms, they all gave a different explanation to 
this relationship; they believe that it might have an effect on the firms' success in the 
long-run. That is, they see that in the short-time period, given the expenses associated 
with the adoption of new practices, the contribution of recently developed accounting 
practices to the firm's success might be questionable. 
It can be then concluded that, from the point of view of the multinational and the 
private investment firms, adopting newly developed accounting practices can be one 
of a set of contributors to the overall firms' success. As for the state-owned firms, 
adopting recent practices would contribute to the firms' success in the long run. 
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8.2.3.1.4 Financial Measures 
Table 8.3d: What is the most commonly used performance evaluation financial measures? 
Co. Multinational Private Investment 
Product profitability analysis, Divisional profit, return on 
I residual income, sales growth, investment, and sales growth. 
and return on investment. 
Sales growth, divisional profit, Budget variance analysis, 
2 and return on investment. product profitability analysis, 
and sales growth. 
3 Divisional profit, sales growth, Return on investment, and 
and return on investment. product profitability analysis. 
Budget variance analysis, Budget variance analysis, 
4 operating income, and product product profitability analysis, 
profitability analysis. and sales growth. 
Sales growth, operating Budget variance analysis, 
5 income, and product divisional profit, and operating 
profitability analysis. income. 
Divisional profit, sales growth, Budget variance analysis, 
6 and return on investment. divisional profit, operating 
income, and sales growth. 
Operating income, sales Return on investment, product 
7 growth, and return on profitability analysis, and 
investment. operating income. 
State-Owned 
Budget variance analysis, sales 
growth, and return on 
investment. 
Return on investment, budget 
variance analysis, and sales 
growth. 
Product profitability analysis 
and sales growth. 
Product profitability analysis 
and sales growth. 
Product profitability analysis 
and sales growth. 
Product profitability analysis 
and sales growth. 
QM What is the most commonly used performance evaluation financial measures? 
This focus point is concerned with financial performance evaluation measures 
commonly used by the firms under investigation in this study. The most commonly 
used measure is clearly "sales growth" as 16 out of the whole 20 firms use it as a 
performance evaluation measure, distributed as follows: 6 multinational firms, 4 
private investment firrns, and 6 state-owned firms. It is also the most commonly used 
within each firm category. 5 multinational firms rely also on return on investment 
(ROI). Other measures equally used by multinational firms are product profitability 
analysis and divisional profit and operating income. 3 firms out of the total 7 rely also 
on those measures. Residual income is used by only one multinational firm in the 
entire sample of 20 firms. Another measure mentioned by one multinational firm, but 
found to be also used by 4 private investment firms and 2 state-owned firms, is the 
budget variance analysis. Private investment firms also rely on product profitability 
analysis, then comes after the three already mentioned measures the ROI, the 
divisional profit and the operating income with the same usage level; 3 out of the 
seven private investment firms. As for state-owned firms, other than sales growth 
205 
used by all firms, product profitability analysis is also used by 4 firms, and then 
comes the ROI and the budget variance analysis with 2 firms using them as a 
performance evaluation financial measure. 
It can be then concluded that the most commonly used measures by all firms in 
general, regardless of their type, are Sales Growth (16 firms in total), Product 
Profitability analysis (11 firms in total), and ROI (10 firms in total). The most 
uncommonly used measure is the Residual Income (I firm), followed by both 
Divisional Profit and Operating Income (6 firms in total). As per each firm type, the 
most commonly used measures by multinational firms are Sales Growth and ROL The 
most commonly used measures by private investment firms are Sales Growth, Product 
Profitability Analysis and Budget Variance Analysis, which are all equally used. As 
for state-owned firms, Sales Growth is the most commonly used measure. This of 
course reflects, as mentioned before, the importance of the annual sales' figures in 
this industry as well as the sales growth rate that also reflects the change in market 
share. 
8.2.3.1.5 Non-Financial Measures 
Table8.3e: What is the most commonly used performance evaluation non-financial measures? 
Co. Multinational Private Investment State-Owned 
Customer satisfaction, Employee efficiency, customer Customer satisfaction, 
balanced score card, and on- satisfaction, and employee employee efficiency, employee I 
going supplier evaluation. attitude. attitude, and on-going supplier 
evaluation 
Customer satisfaction, Balanced scorecard, employee Customer satisfaction, 
2 balanced score card, and on- eff iciency, and team employee attitude, and on- 
going supplier evaluation. performance going supplier evaluation 
Customer satisfaction, Employee efficiency, customer Customer satisfaction, 
3 balanced score card, and on- satisfaction, and employee employee attitude, and on- 
going supplier evaluation. attitude. going supplier evaluation 
Customer satisfaction, team Employee efficiency, balanced Customer satisfaction, 
4 performance, balanced score scorecard, and team employee attitude, and on- 
card, and on-going supplier performance, going supplier evaluation 
evaluation. 
Customer satisfaction, team Employee efficiency, balanced Customer satisfaction, 
5 performance, 
balanced scorecard, and team employee attitude, and on- 
scorecard, and on-going performance, going supplier evaluation 
supplier evaluation. 
Customer satisfaction, Employee efficiency, balanced Customer satisfaction, 
6 balanced scorecard, and on- scorecard, and team employee attitude, and on- 
going supplier evaluation. performance, going supplier evaluation 
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Customer satisfaction, Customer satisfaction, 
7 balanced scorecard, and on- employee attitude, employee 
going supplier evaluation. efficiency, and on-going 
supplier evaluation. 
Q3-e: What is the most commonly usedperformance evaluation non-financial 
measures? 
Investigating the non-financial performance evaluation measures commonly used by 
the firms under investigation in this study, revealed the following; the most 
commonly used measure is the Customer Satisfaction (16 firms in total) followed by 
the On-Going Supplier Evaluation (14 firms in total) and the Balanced Scorecard 
(BSC) (I I firms in total). As per firm type; all multinational firms use Customer 
Satisfaction, BSC and On-Going Supplier Evaluation as non-financial performance 
evaluation measures, and only 2 firms mentioned Team Performance as another 
measure. For private investment firms, Employee Efficiency was the most commonly 
used measure by all of the 7 firms. 4 firms also use the BSC and Team Performance, 3 
mentioned Customer Satisfaction and Employee Attitude, and only one firm uses On- 
Going Supplier Evaluation. While all state-owned firms use Customer Satisfaction 
and On-Going Supplier Evaluation, 4 also use Employee Attitude and 3 use Employee 
Efficiency. Neither BSC nor Team Performance is used by state-owned firms. 
It can be then concluded that multinational firms as well as state-owned firms put 
more weight on their relationship with their third parties as both firms' types depend 
on Customer Satisfaction and On-Going Supplier Evaluation, while less emphases is 
placed on these measures by private investment firms that are more interested in 
Employee Efficiency. This reflects their awareness of the importance of efficiency 
and the harm inefficiency can cause to the overall performance of the firm. On the 
other hand, neither Employee Efficiency nor Employee Attitude is considered by 
multinational firms. This is most probably because employee's efficiency is more or 
less achieved by relying on their strict recruitment policies they are known to follow. 
Also it is worth mentioning that all firms, regardless of their type, appreciated the 
importance of mixing financial with non-financial measures to evaluate performance. 
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8.2.3.2 Theme 3: General Conclusions 
This theme was mainly designed to help the researcher find out the best performance 
measures that suits the pharmaceutical industry in Egypt from the interviewee's point 
of view, to support the performance measures selected in the statistical analysis part 
of this research, in a way that provides meaningful and interpretable results. Also the 
researcher was interested to know the effect quality issues and precisely the ISO 
certification might have on the decision to switch to new practices. Moreover, the 
researcher was interested in finding out if the adoption of recent management 
accounting practices would, from the interviewees' point of view affect the overall 
firm success. ISO certification was found to be mainly acquired to gain a competitive 
advantage, as it is highly appreciated in the Egyptian market, and not really perceived 
as a variable to be considered before deciding to switch to recent practices although 
considered as a facilitator to the implementation of any decided change due to the 
mentioned effect it has on the organization of the firms' internal procedures and 
operations. All firms, regardless of their type, appreciated the importance of mixing 
financial with non-financial measures for performance evaluation purposes. The most 
commonly used financial measures in the evaluation of performance by almost all 
firms are sales growth rate, product profitability analysis, and ROL On the other hand 
the most commonly used non-financial performance evaluation measures among all 
firms' types are customer satisfaction, on-going supplier evaluation, and employee 
efficiency. In addition the effect of adopting recent practices on the overall firm 
performance has not been actually measured by firms although considered one of 
inter-related contributor to the overall firms' success. 
8.3 Conclusions 
This chapter thoroughly analyzed the data collected from the subscription of the in- 
depth, semi-structured interviews conducted by the researcher, in an attempt to better 
address the research problem. For the qualitative analysis purpose, the data was 
categorized into three themes; Egyptian Environment Implications, Accounting 
Practices, and Performance and Quality Issues. This categorizing helped a lot in 
obtaining meaningful and comparative results as shown in the different tables through 
the chapter. Moreover, this separate comparative tabulate presentation for each focus 
point of each theme, enabled the researcher to better analyze the data and easily reach 
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some meaningful conclusions, summarized after each table, in addition to general 
conclusions drawn from each theme. It is also expected that the categorization of the 
data collected according to the themes suggested in this chapter, will facilitate the 
comparison and discussion of this chapter findings along with the statistical analysis 
findings which will be conducted by the researcher in the following chapter. 
The next chapter is devoted to discuss the findings of both the statistical and the 
qualitative analysis conducted in this study. 
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Chapter 9 
Discussion 
9.1 Introduction 
The preceding two chapters covered both the statistical and qualitative analysis parts 
of this study. This chapter is devoted to discussing the findings of both analyses in an 
attempt to reach some conclusions regarding the research problem. 
The first part of the chapter presents the results of statistical tests regarding each sub- 
hypothesis and whether it is supported or not, followed by the qualitative analysis 
findings regarding the same variable tested. Then, the researcher conclusion is 
presented, principally based on the qualitative analysis findings, which are sometimes 
supported by the statistical tests findings and sometimes not. 
Moreover the qualitative analysis implications are discussed in details in another 
section, along with the researcher recommendations to the firms' functioning in Egypt. 
9.2 Hypotheses Discussion 
In this section the research hypotheses are analyzed based on the findings of the 
statistical tests conducted in chapter 7, along with the qualitative analysis outcomes, 
conducted in chapter 8, regarding the same issue, to enable the author to give a final 
opinion regarding the hypotheses. Each sub-hypothesis is presented followed by a 
reminder of the statistical analysis results, then comment based on the qualitative 
analysis is provided. Finally the researcher conclusion related to the hypothesis is 
offered. 
9.2.1 Hypothesis 1 
HI: There is a relationship between firms'characteristics and the management 
accounting practices adopted by the firm. 
This hypothesis is tested through the development of five sub-hypotheses; each of 
them will be discussed separately in the following section. 
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9.2.1.1 Sub-Hypothesis 1 
H1.1 the larger thefirm size, the more recently developed management 
accounting practices it adopts. 
9.2.1.1.1 Statistical analysis findings: 
This hypothesis was tested 3 times with size once represented by annual sales figures, 
the second time with the employees headcount and finally with the products' number. 
After conducting the suitable tests, it was then found that neither annual sales figures 
nor the products' number would affect the decision of adopting recent management 
accounting practices. While employee's headcount was found to affect the 
management accounting practices adopted. A significant difference in management 
accounting practices adopted was reached through Tamhane Multiple comparisons 41 
test between firms with small number of employees (category 1: less than 800) and 
firms with large number of employees (category 3: greater than 1600). 
It can be then concluded that only number of employees as a measurement of firms' 
size would affect the adoption of recent management accounting practices. 
This finding was also supported by Spearman Correlation test conducted where only 
employee headcount was found to be significantly and negatively correlated to 
management accounting practices (- . 624 ** significance of . 003). This negative 
correlation means; the smallest the number of employees the more advanced 
management accounting practices the firms' adopt. 
9.2.1.1.2 Qualitative analysis findings 
Through the thorough themes' analysis conducted in the qualitative analysis chapter it 
was concluded that state-owned firms were the least in adopting recently developed 
practices and they were also among the largest firms in number of employees in 
addition to suffering from overstaffing problem, therefore, based on the qualitative 
analysis findings, it can be concluded that employees' headcount would affect the 
adoption of recently developed practices; the more the number of employees the less 
recently developed practices adopted. So it can be then concluded that there is a 
41 SPSS calculations are shown in the appendices. 
211 
relationship between firms' size, as measured by the employees' headcount, and the 
adoption of recent management accounting practices. 
9.2.1.1.3 Researcher conclusion 
Spearman Correlation test's results; (- . 624 significance of . 003), entail that the 
smaller the employee headcount, the more recent management accounting practices 
adopted. Same findings are supported by the qualitative analysis results. This finding 
contradict with the first sub-hypothesis formulated, assuming the larger the size the 
more recent practices adopted. The findings proved the opposite when size is 
represented by the employees' headcount. On the other hand no relation was found at 
all when size is measured using annual sales figures or products number. Therefore, 
the first sub-hypothesis is not supported. But based on the qualitative analysis 
findings employees' headcount is considered a contingent factor to the adoption of 
recent management accounting practices, the better the control on the employees 
headcount the more adoption of recent practices. The contradiction between this 
conclusion and the literature calls for further investigation. There is considerable 
evidence from the literature, especially research conducted on developing countries, 
such as India and Sri Lanka, that adoption rates of recently-developed management 
accounting practices are much higher in larger firms (Drury and Tayles, 1994; Innes 
and Mitchell, 1995; Bjornenak, 1997; Child, 1973; Kapuge and Smith, 2007). 
This relationship is explained by the suggestion that increased organizational size 
leads to an increased complexity of tasks; this will lead to extensive differentiation, as 
a consequence, to respond to increased difficulties of integration, more sophisticated 
integrative mechanisms are developed, including information systems, such as 
management accounting innovations (Lawrence and Lorsch, 1967; Galbraith, 1973; 
Blau et al., 1976). Also, large firms are supposed to relatively have access to 
resources to experiment with administrative innovations (Innes and Mitchell, 1995; 
Chenhall and Langfield-Smith, 1998). 
9.2.1.2 Sub-Hypothesis 2 
HI-2 Firms with better human resources (HR) development plans are adopting 
more recently developed management accounting practices. 
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9.2.1.2.1 Statistical analysis findings 
After conducting the relevant test it was concluded that there is no relationship 
between the top management concern of HR development plans and the adoption of 
recent management accounting practices. Therefore, the sub-hypothesis is rejected. 
While Spearman Correlation test showed a negative correlation between the two 
variables (- . 469* significance of . 037), which means that the 
highly emphasized 
human resources development plan in the firm strategy, the less recent management 
accounting practices adopted. But a value of . 469 is not considered a strong 
correlation; therefore, the sub-hypothesis is rejected. 
9.2.1.2.2 Qualitative analysis findings 
The qualitative analysis revealed that the firms considered highly emphasizing the 
human resources development plans are the state owned firms; with the least rate of 
recent management accounting practices adopted. While at the mean time, it revealed 
another different but related factor, suggested by almost all participants to be of great 
importance to the adoption of recent management accounting practices is personnel 
competency, which relates also to another criterion which is the training expenses 
needed to familiarize personnel with the implementation and use of the new practice; 
mentioned by 6 multinational firms; 5 private investment firms, and the whole 7 state- 
owned firms. So compatibility of personnel was considered by almost all firms under 
study to be of great importance to the firm to be able to successfully implement recent 
management accounting practices. This conclusion is consistent with the findings of 
Kattan et al. (2007) in the case of Palestine, where the level of education of both the 
manager and employees of the accounting department was considered an influential 
factor to changes in management accounting practices in the last ten years. 
9.2.1.2.3 Researcher conclusion 
There is a clear contradiction between the statistical and the qualitative analysis 
findings, based on the statistical findings the sub-hypothesis is rejected, since 
Kruskal-Wallis, Median test and speannan correlation test resulted in no significant 
relationship between the two variables. But the researcher, following the qualitative 
analysis findings, suggests that this variable, human resources development plan, be 
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replaced by a more relevant variable to this study that is personnel coMPetency, to be 
suggested as a contingent factor to the adoption of recent management accounting 
practices subject to further investigation. 
9.2.1.3 Sub-Hypothesis 3 
HI-3 Firms with higher computerization level adopt more recently developed 
management accounting practices. 
9.2.1.3.1 Statistical analysis findings 
After conducting the Mann-Whitney test, which resulted in a highly significant result, 
the null hypothesis was rejected and it can be then concluded that the firms fully 
computerized are adopting more recent management accounting practices than firms 
partially computerized. Accordingly the sub-hypothesis is not rejected. 
This finding is also supported by Spearman Correlation test which resulted in a 
significant and strong positive correlation between the computerization of accounting 
systems and the adoption of recent practices (. 785** significance of . 001); the more 
computerization the more recent practices adopted. 
9.2.1.3.2 Qualitative analysis findings 
According to themes analysis it was assured by all firms that computerization of 
operation affects to great extent their decision to adopt recent developed practices, it 
was also mentioned that it can be considered a pre-requisite to the implementation and 
adoption of some recent developed practices. In addition, computerization, generally, 
eases any change or development. It is also worth mentioning that only state-owned 
firms are partially computerized, while multinational and private investment firms are 
fully computerized. 
9.2.1.3.3 Researcher conclusion 
This sub-hypothesis is therefore supported, and based on the qualitative analysis 
findings, which was also supported by the statistical analysis results; it can be then 
concluded that firms with fully computerized operation adopt more recently 
developed management accounting practices than partially computerized firms. in 
other words, computerization of the accounting system is considered a contingent 
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factor to the adoption of recent management accounting practices. This result is 
consistent with the work of Goonatilake, Jayawardene, and Munasinghe (1998), 
Granlund and Malmi (2002), and Hyvonen, Jarvinen, Pellinen (2006) and Kattan et al. 
(2007). 
Moreover, since all multinational firms and private investment firms of the sample 
firms are fully computerized and only state-owned ones are still in process, it can be 
then concluded that multinational and private investment firms are adopting more 
recently developed management accounting practices than state-owned firms, and this 
is partially due to their fully computerized systems. 
9.2.1.4 Sub-Hypothesis 4 
H14 Firms with ISO certification adopt more recently developed management 
accounting practices. 
9.2.1.4.1 Statistical analysis findings 
The tests conducted revealed a significant difference in management accounting 
practices adopted by firms and the date they got the ISO certification. The difference 
mainly existed between the oldest to acquire ISO and firms who don't have ISO or 
which are relatively recent in getting ISO. 
Also Spearman Correlation test resulted in a significant and strong negative 
correlation between the two variables (- . 719** significance of . 001). The negative 
correlation implies that, firms with no ISO certificate, coded with I and firms that 
recently acquired it are supposed to be adopting more recently developed 
management accounting practices than firms who acquired the ISO certification long- 
time ago. This way, the statistical tests proved the existence of a relationship between 
the ISO certification and the adoption of recent practices, but not in the direction 
assumed in the sub-hypothesis, that the acquisition of ISO reflects stability and 
maturity of accounting system, as well as management awareness of new techniques. 
Therefore it was expected that the firms with the oldest ISO acquisition date would be 
the most advanced in the adoption of new practices. But the results indicated the 
opposite. This way, the sub-hypothesis is rejected. 
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9.2.1.4.2 Qualitative analysis findings 
This part of the analysis revealed that state-owned firms were the oldest to acquire 
ISO certification, being also the oldest established firms, and that the four firms that 
didn't acquire the ISO certification and not planning to, are multinational firms. On 
the other hand multinational firms were found applying more recent practices than 
state-owned firms. But basically, all firms, regardless of their type, didn't consider 
acquisition of ISO certificate as a contingent factor to the adoption of recent 
management accounting practices, and agreed that it can't be considered an important 
factor to be considered or acquired before adopting a new practice. Those findings 
contradict with the conclusion of Kattan et al. (2007) in the case of Palestine. They 
stated that the acquisition of ISO certification is one of the important factors that led 
to change in management accounting practices. 
9.2.1.4.3 Researcher conclusion 
Accordingly, it is concluded that this sub-hypothesis is to be rejected as the 
acquisition of ISO certificate although relates to the adoption of recent management 
accounting practices, does not enhance such adoption. But this relationship, reached 
form the statistical test, is to be ignored after the qualitative analysis findings. 
Therefore, it is then concluded that ISO certification cannot be considered a 
contingent factor to the adoption of recent management accounting practices in 
Egyptian pharmaceutical firms. As to the contradiction between this conclusion and 
that of the literature; Kattan et al. (2007); more studies are to be conducted with an 
application on other industries in Egypt to find out if this finding is due to the nature 
of the pharmaceutical industry, regulated with international quality standards; so the 
ISO certification is not that important. Or it is due to the Egyptian culture and can 
prove to be also true in other industries functioning in Egypt. 
9.2.1.5 Sub-Hypothesis 5 
HI. j there is a relationship between thefirms'ownership type and the adoption 
of more recently developed management accounting practices. 
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9.2.1.5.1 Statistical analysis findings 
The suitable test conducted proved that there is a relationship between the firms' 
ownership type and the adoption of recent management accounting practices. 
Tamhane test revealed that the difference in the adoption level exists between 
multinational firms and private investment firms on one hand, and the state-owned 
firms on the other hand. 
Spearman correlation test also resulted in a significant and strong negative correlation 
between the two variables (- .888** significance of . 00 1) 
in a sense that multinational 
(coded with 1) and private investment firms (coded with 2) adopt more recent 
management accounting practices than state-owned firms (coded with 3). So it can be 
then concluded that there is a relationship between the ownership type and the 
adoption of recent management accounting practices, as a result the sub-hypothesis is 
not rejected. 
9.2.1.5.2 Qualitative analysis findings 
Themes analysis revealed that firms' type affects to great extent the comments on all 
the focus points. While regarding the criteria upon which firms decide to adopt recent 
management accounting practices it was clear from the answers that different firms' 
types gave different weights to each criterion. For example, multinational firms were 
more concerned about the firms' needs and also the compatibility of personnel and 
didn't mention at all government regulations or training requirements and this reflects 
the doubt multinational firms have regarding the recruitment for their subsidiaries 
specially the ones established in a developing country. While private investment firms 
were concerned more about the time needed for full implementation, its expected 
contribution to the overall firm success, justification of its costs, personnel training 
requirements to implement and use the new practices, and the degree of fit with 
government regulations. This reflects the interest of any private firm in the 
maximization of profit and the avoidance of any unnecessary costs to ensure firms' 
success. Finally the State-owned firms were more concerned about the fit into 
government regulations and the required training for implementation and use, which 
clearly shows the consciousness of the state-owned firms towards regulations, and any 
increase in expenses as well. 
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Also the themes analysis provided evidence that both multinational firms and private 
investment firms adopt more recent management accounting practices than state- 
owned firms; therefore, the statistical analysis results support the qualitative analysis 
findings. 
9.2.1.5.3 Researcher conclusion 
It can be then concluded that the sub-hypothesis is not rejected since there is evidence 
both statistically and qualitatively that the firm type affects the adoption of recent 
management accounting practices. Therefore, firms' ownership type is to be 
considered a contingent factor to the adoption of recent practices. However, the 
qualitative analysis revealed an effect the holding company's policy might have on all 
state owned firms, and this consequently affected the effect of state-owned firms on 
the overall analysis as they all shared common features and this, in the researcher 
opinion, might have biased the conclusions. This perceived effect calls for further 
investigation. 
This factor was widely discussed in the literature (Purcell and Grey, 1986; Purcell, 
1987; Fowler and Fowler, 1996; Biddle, 2005; McGuire, 2005; Connolly, 2006), and 
this research findings regarding ownership type is consistent with the previous 
findings in the literature; Walley et al. (1994), in their study to investigate reasons for 
the adoption or non-adoption of new accounting methods in small/medium-sized UK 
manufacturing enterprises, discovered that of the primary reasons is the ownership 
type that has great influence upon the design of management control and costing 
systems. 
Also, in the study conducted by Ghosh and Chan (1997) to find out the state-of-the art 
of management accounting in Singapore companies, it was confirmed that multi- 
national companies (MNCs) continued to enjoy an edge over local/regional 
companies in their management accounting practices. 
In the same vein, Yazdifar and Tsamenyi (2005), contributed to the debate of 
management accounting change and the changing roles of management accountants 
by providing evidence from a sample of management accountants working in both 
dependent and independent organizations in the UK. It was earlier hypothesized that 
significant differences would exist in the perceptions between the two groups. Also, 
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Vamosi (2003) applied the institutional theory at Hungarian, previously government- 
owned and production-oriented transition company, but today privatized Hungarian 
Production Company. 
Another study conducted by Wu, Boateng and Drury (2007) that analyzes the 
adoption, perceived benefits, and expected future emphasis of western management 
accounting practices in Chinese state owned enterprises (SOEs) and joint ventures 
(JVs), found that the level of adoption of management accounting practices is most 
influenced by ownership type of the enterprise (JV or SOE). For example, JVs, with a 
foreign partner, tend to adopt more Western management accounting practices 
compared to SOEs. 
These previous findings provide evidence supporting the importance of the ownership 
type to the adoption of recent management accounting practices, and how the 
difference in ownership type, which consequently reflects different management 
styles, would result in differences in the management accounting practices adopted, in 
both developed and developing countries. 
From the previous discussion, the researcher concludes that the first hypothesis is 
partially supported. 
9.2.2 Hypothesis 2 
H2: There is a relationship between the adoption of recent management accounting 
practices and the firms' performance. 
Two sub-hypotheses are developed in order to measure the effect of adopting recent 
management accounting practices on the firms' performance. Discussion of each is 
presented in the following section. 
9.2.2.1 Sub-Hypothesis I 
H2.1 Firms adopting recently developed management accounting practices have 
higher average sales growth rate. 
219 
9.2.2.1.1 Statistical analysis findings 
Kruskal-Wallis test is conducted and resulted in a significance level of . 111, which 
means not to reject the null hypothesis. In other words it is concluded that there is no 
significant difference in average sales growth figures between firms adopting recent, 
moderate or traditional management accounting practices. 
Spearman Correlation test also didn't show any significant relationship between sales 
growth rates and the different categories of management accounting practices as 
classified into recent, moderate and traditional practices. Therefore, the sub- 
hypothesis is rejected. 
9.2.2.1.2 Qualitative analysis findings 
The qualitative analysis supported the use of sales growth rates as a good measure of 
performance of pharmaceutical firms, but couldn't provide evidence of relationship 
between the adoption of more recently developed practices and the increase in 
average sales growth rate. The participants explained that the effect of specifically the 
adoption of recent management accounting practices on sales growth rates has not 
been measured before, so it might be one of other factors affecting sales growth rates. 
9.2.2.1.3 Researcher conclusion 
It is then concluded that the sub-hypothesis is to be rejected. And based on the 
qualitative analysis findings with are supported by the statistical analysis results, no 
direct relationship exists between the adoption of recent management accounting 
practices and the improvement of firms' annual sales growth rates. 
9.2.2.2 Sub-Hypothesis 2 
H2-2 Firms adopting recently developed management accounting practices have 
better employee productivity. 
9.2.2.2.1 Statistical analysis findings 
Kruskal-Wallis test is conducted and resulted in a significance level of . 008. 
Therefore, the null hypothesis is rejected, which means that there is a significant 
difference in employee productivity between the 3 firms' categories; adopting recent 
practices, adopting moderate practices and adopting traditional practices. 
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Spearman Correlation test resulted in a significant and strong positive correlation 
between the adoption of recently developed management accounting practices and 
employee's productivity equal to . 706** with a significance of . 001. This means that 
firms adopting more recent management accounting practices have higher employee 
productivity. Therefore, the sub-hypothesis is not rejected. 
9.2.2.2.2 Qualitative analysis findings 
The qualitative analysis revealed that multinational firms and private investment firms 
do not suffer any problem of overstaffing which might result in employee 
inefficiency, while state-owned firms are the only ones, due to social responsibility in 
facing unemployment problem characterizing developing countries in general and 
Egypt in specific that might be sometimes overstaffed. And they concluded that this 
would definitely affect their ability to operate efficiently. While neither multinational 
firms' mother company's policy, nor private investment firms, aiming at profit, would 
allow for employee inefficiency. On the other hand, state-owned firms were found 
from the themes analysis, to be the least adopters of recent developed practices. 
9.2.2.2.3 Researcher conclusion 
There is then evidence, both statistically and qualitatively, that a relationship exists 
between the adoption of recent management accounting and employees' productivity 
level (measured by the employee contribution to sales). This finding is consistent with 
what is suggested by Ghosh and Chan (1997) as they said: "one of the most important 
tools in improving the efficiency of a company's operation is to employ a 
management accounting system or concept. " 
From the previous discussion, it can be concluded that the second hypothesis is 
partially supported, since one of the two sub-hypotheses is not rejected. It can be then 
concluded that the adoption of recent management accounting practices might 
enhance the overall firms' performance as measured by employee productivity, as a 
measure of efficiency. On the other hand, the adoption of recent management 
accounting practices does not affect firms' growth rates. Those contradicting findings 
regarding the positive effect of the adoption of recent management accounting 
practices and the firms' performance, when different performance measures were 
used, call for more investigation of this relationship using other performance 
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measures; financial and non-financial. Summary of the hypotheses testing is provided 
in the following table: 
Table 9.1: summary of the hypotheses testing 
Hypothesis # Hypothesis Conclusion 
Hi There is a relationship between firms' characteristics and the Partially 
management accounting practices adopted by the firm. supported 
The larger the firm size, the more recently developed Not supported management accounting practices it adopts 
Firms with better human resources development plans are 
H 1-2 adopting more recently developed management accounting Not supported 
practices 
H 1-3 Firms with higher computerization level adopt more recently supported developed management accounting practices 
H 14 Firms with ISO certification adopt more recently developed Not supported management accounting practices 
There is a relationship between the firms'ownership type and the 
H 1.5 adoption of more recently developed management accounting supported 
practices 
H2 There is a relationship between the adoption of recent ' 
Partially 
management accounting practices and the firms performance supported 
1-12-1 Firms adopting recently developed management accounting Not supported practices have higher average sales growth rate 
1-12-2 Firms adopting recently developed management accounting supported practices have better employee productivity 
It can be then concluded at this stage of the study that both; employee 
headcount, and the ISO acquisition proved to be negatively related to 
the adoption of recent management accounting practices, 
computerization of operations, and the ownership type are contingent 
factors to the adoption of recent management accounting practices. 
However, HR development does not relate to this decision according to 
the statistical analysis. In addition, such adoption is expected to 
improve firms'performance and efficiency, as measured by employee 
productivity. But those findings have to be studied in the light of the 
qualitative analysis findings as the latter are the base for the 
researcher's conclusion. 
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9.3 Qualitative Analysis Discussion 
This section deals with the additional findings and conclusions stemmed from the 
qualitative analysis conducted in chapter 8 that are found by the researcher important 
for the discussion, in the context of this study, and for better addressing the research 
problem, particularly the part not covered in the statistical testing; the Egyptian 
economy implications on the pharmaceutical industry, regarding the adoption of 
recently developed management accounting practices, as an example of a developing 
country entering the globalization era. 
9.3.1 Qualitative Analysis Brief 
To facilitate the investigation of the data collected, qualitatively, it was essential to 
classify the gathered data into general areas of focus, referred to as themes. As per the 
view of the researcher, assisted by the nature of the data and the areas of investigation 
defined in Chapter 8 that support the research problem, the themes defined are: 
Egyptian Environment Implications, Accounting Practices, and Performance and 
Quality Issues. 
The first theme, Egyptian Environmental Implications, focuses on the effects of the 
Egyptian environment on the performance of the pharmaceutical industry in Egypt. 
This includes the effect of the external and internal political environment, the 
economical environment, and the social environment, on the potential growth, 
continuation, and success of the pharmaceutical industry in Egypt. 
The second theme, Accounting Practices, focuses on the different practices in use by 
the different types of pharmaceutical firms functioning in Egypt. This investigation 
was geared towards the recognition of the most commonly applied traditional and 
newly developed practices, along with the criteria used by different firms to guide the 
adoption decision. This was further supported by investigating the level of 
computerization and its effect on this decision. 
The third theme, Performance and Quality Issues, focuses on the quality related 
issues, namely, ISO certification and its role in supporting the decision to adopt newly 
developed practices and the effect of such practices on the overall firm's performance. 
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It also investigates performance measures most commonly used by the pharmaceutical 
industry in Egypt. 
Main findings of the three analyses are explained in details in chapter 8; this section is 
only concerned with the researcher's concluded findings in relation to the research 
problem on one hand and the previous literature in the area on the other hand. 
9.3.2 Theme I Discussion 
The Egyptian political environment, characterized by relative stability and internal 
security, as compared to other middle-east and African countries does not represent a 
threat to foreign investors. This resulted in encouraging multinational firms to choose 
Egypt as a base for their subsidiaries in the Middle East as well as encouraging 
private investments. 
The social environment, characterized by dense population with high literacy rate, 
poverty, and the spread of diseases, that is to great extent similar to most of 
developing countries, created opportunities for the success of pharmaceutical industry 
in specific. This is what made the pharmaceutical industry in Egypt an attractive and 
promising business to all business sectors; multinational firms, private investment 
firms, and state-owned firms. 
Both political and social characteristics of the Egyptian economy resulted in a highly 
competitive market in which the pharmaceutical firms operates, which makes this 
industry, particularly, an appealing candidate to researches concerned with the 
adoption of recent management accounting practices in developing countries since 
competition could be a very important reason for a change as it is considered an 
important source of external pressure that calls for change and innovation in a firm's 
systems (see for e. g. Walley et al., 1994 and Baines and Langfield-Smith, 2003). 
The general characteristics of adoption of new innovations are that their adoption does 
not require a dramatic change in the management accounting systems of 
manufacturing organizations. Or in other words, they do not need serious 
modifications in the management accounting systems to be implemented. Therefore, 
management accounting practices in Egypt which undergo a phase of transition must 
change to meet the challenges of external environment and cope with new reality and 
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everyday life; however, this change must be gradual rather than total especially in this 
transitional phase, which is considered a turbulent process phase. 
Egypt, as a developing country, suffers from poor infrastructure components such as 
telecommunications, transportation, networks and unreliable power supplies (Herms 
EFG, 2003). Some advanced practices like ABC, ABB, or benchmarking practices are 
not feasible and practical under such conditions. Therefore, the adoption of some 
recent practices will be restricted on firms functioning in Egypt even if multinational. 
This result is consistent with the study of Peasuell (1993) who argue that 
implementation of JIT, or ABC will be difficult in developing countries due to the 
poor infrastructure. 
The strict regulatory system, imposed by the Ministry of Health, which governs the 
pricing policies of the pharmaceutical industry in Egypt, protects the customers from 
increasing prices, as a result, limiting pricing flexibility which prevents 
pharmaceutical firms from reacting to the deteriorating value of the Egyptian pound 
against foreign currencies; by passing the increased cost of imported material to the 
customer via increased prices, which may result in limiting their generated profits. 
However, surprisingly, this strict regulatory system did not discourage firms from 
investing and expanding their operation in Egypt. Hence, the Egyptian economy's 
characteristics are more encouraging than discouraging. 
Another challenge in the Egyptian environment is the high rate of unemployment that 
characterizes developing countries in general and Egypt in specific. Unemployment 
problem negatively affects the efficiency of state-owned firms, as compared to 
multinational and private investment firms, due to their social responsibilities that 
sometimes result in overstaffing problems and consequently reduced efficiency thus, 
creating an additional competitive challenge. 
Finally, the researcher could argue that consideration should always be given to the 
I 
political, economic, social, and cultural environments that surround organizations in 
Egypt especially in this transitional phase. Thus, adoption of recent practices must be 
gradual. In other words, firms should start with adopting practices that do not require 
dramatic change in management accounting systems then shift gradually to more 
complicated practices until all useful recent practices are adopted at the end. 
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9.3.3 Theme 2 Discussion 
Traditional management accounting practices are still heavily in use and don't have to 
be substituted by newly developed practices unless found to be insufficient to the 
firms' needs. This finding is consistent with other studies conducted also on 
developing countries. For example the findings of Guilding, Lamminmaki and Drury 
(1998), in New Zealand regarding the popularity of standard costing systems and 
budgeting in advanced manufacturing technology environments. And it is also the 
case of India as studied by Joshi (2001); he concluded that the future emphasis in 
India is on traditional practices and less on the new techniques, because higher 
benefits were derived from such techniques. The same conclusion was reached by 
Sulaiman, Ahmad and Alwi (2004) (2005) when they examined the extent to which 
traditional and contemporary management accounting tools are being used in four 
Asian countries: Singapore, Malaysia, China and India. They concluded that the use 
of traditional accounting techniques remains strong and the basic principles of 
standard costing remain sound. Moreover, traditional management accounting was 
found alive and well in developed countries as well, in a study conducted by Abdel- 
Kader and Luther (2006) on the British food and drinks industry, and the study 
conducted by Chenhall and Langfield-Smith (1998) on Australian manufacturing 
firms. 
Reasons for the continuing use of traditional management accounting practices in this 
study are to great extent similar to that found in studies in other developing countries, 
for example the study conducted by Tho et al. (1998). He suggested reasons as to why 
traditional management accounting practices are still widely used in developing 
countries: the lack of awareness of new techniques; the lack of expertise and the lack 
of top management support. Additional factors include the high cost associated with 
the implementation and the fact that there simply was "no reason to change" from the 
traditional technique to the new tool. For example Waweru et al., (2004) argue in their 
study about management accounting change in South Africa that in a developing 
country where the cost of information processing is still high, adoption of advanced 
and complicated practices, like, statistical methods for forecasting and operation 
research techniques might not meet the cost/benefit consideration. In addition they 
add that the adoption of ABC might not also meet the cost/benefit consideration in 
developing countries where the labor is still abundant and relatively cheap to be used 
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in allocation of overhead costs in those countries when compared to the developed 
ones. This result is also consistent with the study of Haldma and Laats (2002), that 
investigates the management accounting practices change in Estonia; and Vamosi 
(1999) who also investigates management accounting change in Hungary. They have 
found out that the change was done gradually. 
In China, it is a different story, as argued by Lin and Yu (2002) in their study 
investigating the management accounting systems and practices in Han Dan Iron and 
Steel Company in China that the company adopts a series of advanced practices but 
after several adjustments to suit their business environment to be applied effectively. 
They provide a successful example for developing countries of how management 
accounting can play a positive role in improving business management and 
profitability. 
Besides the gradual introduction of new management accounting practices, it is also 
found that the adoption of a new practice is contingent upon the justification of the 
additional associated costs incurred, the contribution to the overall firm success, and 
the existence of the competent personnel able to use it without having to heavily 
invest in personnel training. In the same vein, Rogers (1995) mentioned that adoption 
of accounting innovations is contingent upon the degree of benefit the innovation will 
bring to the organization; the consistency of the innovation with the adopters' existing 
values; the complexity of the innovation; the potential of the idea for being 
implemented on a trial basis, and the ease of observing the resulting benefits. This 
view was also confirmed by Malmi (1999) who assumed that most adoptions of new 
practices occur because of the benefits and efficiencies gained through 
implementation. In the same vein Walley et at (1994) identified seven determinants 
they consider to have significant influences on the adoption or non-adoption of 
modem costing systems; of which were Ownership and history, Managerial 
resistance, Satisfaction with existing systems, Availability of resources and Group 
encouragement. 
Firms of different type gave different weights to the contingent factors to the adoption 
of recent management accounting practices that were mentioned during the interview, 
according to their different points of concern. For example multinational firms are 
mainly concerned with the competency of personnel, a point that reflects doubts about 
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their subsidiaries in developing countries. Private investment firms are focusing more 
on the importance of the time required for implementation and the cost associated 
with the adoption of recently developed practices because they are more profit 
oriented. On the other hand, state-owned firms are totally inclined towards the 
regulations imposed by the holding company so the most important contingent factor 
from their point of view is the extent to which the new practice will help satisfying the 
regulations if adopted, this is consistent with the view of Lapsley and Wright (2004) 
that the adoption of accounting innovations by public sector organizations is largely 
attributable to government influence. 
They also suggested that the financial resources associated with the adoption of a new 
practice is another contingent factor to be considered although it is not a main 
obstacle to the sample firms regardless of their ownership type as explained in chapter 
8; as each firm type can find a source of finance. . 
Computerization is a main criterion to be considered before considering switching to 
an advanced practice, as it is found to ease the transition or even more, is considered a 
perquisite to adopting recently developed techniques specially the ones implemented 
through software packages. 
Although Egypt is classified as being a developing country, computerized accounting 
systems are in use in most pharmaceutical firms; the frequency conducted in chapter 7 
showed a percent of 65% of the sample firm fully computerized with the rest partially 
and in the process of computerization. It can be then concluded that the 
pharmaceutical industry in Egypt is an advanced industry. This supports the view of 
Farouk (2005) that the pharmaceutical sector in Egypt is very successful and 
promising, she also proved that this sector is an advanced industry sector in Egypt 
regarding the adoption of recent management accounting practices. This leads to 
another conclusion that Egypt, as compared to other developing countries 
characterized with high literacy rate, is relatively advanced (see for e. g. Goonatilake 
et al., 1998) 
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9.3.4 Theme 3 Discussion 
The Egyptian culture affects to great deal the decision to adopt ISO as it is highly 
perceived by the public as an added value. As a result, the acquisition of ISO 
certification is mainly triggered to improve competitiveness rather than enhance the 
quality of the firms' products. 
Consequently, the ISO certification can not be considered a contingent factor to 
adoption of recent management accounting practices, according to the interviewees' 
point of view. 
However, quality assurance programs in general and ISO certification in particular, 
enhance the firms' internal operations which facilitate the transition to recently 
developed practices. 
Adopting recent management accounting practices along with many other factors, 
would positively affect the firm's overall success. However, the direct effect of 
adopting recent management accounting practices on the overall firms' success is not 
particularly measured by any of the firms. Thus, the qualitative analysis did not reveal 
any clear, direct effect of the adoption of recently developed management accounting 
practices on the overall firms' success. 
Firms need to continuously and closely monitor their success. All firms are using a 
mixture of financial and non-financial measures. This is consistent with the view of 
Kaplan (1982) (1996), Waller (1988), Binersely (1996), Eccles and Pyburn (1992), 
Goulian and Mersereau (2000), Bunce et al. (1995) Amaratunga et al. (2001) 
Sales growth is the most commonly used financial measure which further confirms 
that annual sales figures are the most important ranking factor for the pharmaceutical 
industry worldwide. Sledge (2007) assessed performance using five year averages of 
2000-2004 sales growth rates when the author was comparing the performance of 
multinational corporations from developing and developed nations in the new 
millennium to consider the effect of globalization. 
Customer satisfaction and employee efficiency are the most commonly used non- 
financial performance measures due to their direct effect on a firm's competitiveness, 
which is of great importance nowadays in the era of globalization. This is totally 
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consistent with the literature, for example Amaratunga et al. (2001) argued that 
companies that work in this dynamic environinent are searching for ways to 
incorporate non financial -measures, such as quality management, customer retention, 
research and development, and innovation, into their regular performance 
measurement system in order to better adapt with the current turbulent environment. 
Bunce et al. (1995) pointed out that traditional management tools were devised for 
relatively stable environments dominated by producers. In the same vein, Eccles and 
Pyburn (1992) and Goulian and Mersereau (2000) stated that most financial measures 
have an internal rather than an external focus. It can be then concluded that financial 
measures alone are not enough as suggested by Kaplan and Norton (1996). 
9.4 Concluded Remarks 
Conceptually, this research was interested in the in-firm contingent factors to the 
adoption of recent management accounting practices in the Egyptian pharmaceutical 
firms, with emphasize on the Egyptian economy and culture effects and implications 
on the pharmaceutical industry. After conducting both statistical and qualitative 
analysis for the data collected via semi-structured interviews, findings indicate that: 
Employees' headcount is negatively related to the adoption of recent management 
accounting practices however the annual sales figures and the number of products 
does not relate to the decision (HI. 1 rejected). 
No significant relationship exists between the firms' emphasis to HR development 
plan and the decision to adopt recent management accounting practices according to 
the statistical test, (HI. 2 rejected). However, the qualitative analysis concluded that HR 
competency is an important contingent factor to this adoption. This contradiction calls 
for more investigation as suggested in the revised framework presented later in this 
chapter. 
Computerization of operations and accounting system is an important contingent 
factor to the adoption of recent management accounting practices (H1.3 not rejected). 
The acquisition of ISO certification negatively relates to the adoption of recent 
management accounting practices, in the sense that oldest firms to acquire the ISO 
certification are the least adopter of recent practices, and firms with no ISO 
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certification are among the adopters of recent practices (HIA rejected) but on the other 
hand, proved to be of minor importance in the adoption decision as concluded from 
the qualitative analysis. 
Firms' ownership type is an in-firm contingent factor to the adoption of recent 
management accounting practices, especially multinational and private investment on 
one hand and state owned on the other hand where the former adopt more recent 
practices than the latter (HI. 5 not rejected). 
The adoption of recent management accounting practices does not enhance the firms' 
annual sales growth rate (H2.1 rejected). 
The adoption of recent management accounting practices would enhance the firms' 
employees' productivity, thus, the firms' efficiency (H2.2 not rejected). 
The Egyptian political, social, and cultural environments contribute to the success of 
the pharmaceutical industry in Egypt. However, gradual adoption of recent practices 
is recommended as well as the adjustments of the new practices to be adopted to suit 
the business environment of Egypt, as suggested by the experience of Han Dan Iron 
and Steel Company in China in the study conducted by Lin and Yu (2002). In the 
same vein, Ax and Bjornenak (2005) focuses on the way the balanced scorecard 
concept has been communicated in Sweden. The empirical findings of the study show 
that the original balanced scorecard presented by Kaplan and Norton has been 
supplemented with other administrative innovations and adapted to the existing 
business culture to form a potentially more attractive set of elements. 
Pharmaceutical industry is an advanced industry; firms adopting recently developed 
management accounting practices represent the majority of the sample; 65% while 
firms adopting traditional practices represent only 20%. In addition, firms are 
characterized with high computerization level for a developing country; 65% of the 
sample fully computerized and the rest partially computerized; no one firm was found 
maintaining only a manual system 42 . 
42 See frequency test conducted in chapter 7; section (7.4.1 ), table 2 
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Some in-firm contingent factors to the adoption of recently developed management 
accounting practices were excluded from the framework based on the qualitative 
analysis findings suggestions, and some other factors are recommended to be 
considered contingent factors to the adoption of recent management accounting 
practices subject to further investigations. Those factors are: cost justification; 
expected contribution to overall firm success; competent personnel; implementation 
time; and financial resources (FR) required. 
Finally, after presenting the study's concluded remarks, a revised framework is 
suggested based on the findings of the qualitative analysis supported in some cases by 
the statistical analysis results, both conducted through the research. The framework 
suggests seven in-firm contingent factors to the adoption of recent management 
accounting practices, and assumes that such adoption would enhance firms' 
performance as measured by the employees' productivity. This framework is 
presented in the following section. 
9.5 Suggested Framework 
This revised framework is the end result of the qualitative analysis conducted in this 
study. Some of the research variables were supported by the qualitative analysis 
findings as well as the statistical analysis to have an effect on the adoption or recent 
management accounting practices, those are; employee headcount, computerization 
level of accounting systems and ownership type. Some other variables were found to 
be important to the adoption of recent management accounting practices after the 
qualitative analysis and that weren't considered by the researcher as contingent 
factors relevant to the research problem, those variables are; expected contribution to 
overall firm success, cost justification, implementation time and financial resources 
required availability. On the other hand, one of the variables tested to be contingent 
to the adoption of recent management accounting practices, which is human resources 
development plan, were found to be irrelevant to the study, as concluded from the 
qualitative analysis, and was found to be better replaced by a more relevant factor as 
suggested by all participants that is; personnel competency. Therefore, human 
resources development plan was replaced by personnel competency. All those 
changes can be summarized in the following framework: 
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Figure 9.1: Revised Framework suggested by the study 
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9.6 Effect of ownership type 
Firms' Performance 
- Employee 
productivity 
It has been mentioned earlier; in the preceding section; that ownership type has 
proved to be a contingent factor to the adoption of recent management accounting 
practices. However, it was remarkably noticed during the qualitative analysis that 
there is a special effect to ownership type in the Egyptian pharmaceutical firms. This 
conclusion can be made possible due to the fact that state-owned firms shared some 
common features and at the same time differed from the other two types of firms; 
namely; multinational firms and private investment firms. The common 
characteristics shared by the state owned firms are mainly caused by the effect of the 
holding company's policies on all of them. Some significant findings are expected to 
be reached if some tests are conducted within each type separately, especially 
regarding state-owned firms. This suggestion calls for further research to investigate 
the ownership effect in the Egyptian environment. 
233 
9.7 Conclusion 
In this chapter, statistical analysis results are presented and explained, then a thorough 
discussion of the findings of both statistical and qualitative analyses is conducted, in 
an attempt to reach some remarks and conclusions regarding the research problem. 
Contingent factors that didn't prove to contribute to the decision of adopting recent 
management accounting practices by the Egyptian pharmaceutical firms are 
mentioned. In addition to the introduction of new contingent factors that are the 
output of the qualitative analysis. 
Then, the effect of the special characteristics of the Egyptian environment on the 
pharmaceutical industry performance and success, and consequently on management 
accounting practices adopted and best ways of shifting to more advanced ones are 
tackled. Finally a suggested revised framework, based on the contingency theory 
approach, is developed. 
The next chapter, the conclusion chapter, will cover mainly the contribution and the 
limitations of the study and present recommendations for academics through 
exploring many areas for future investigation. In addition, it will provide 
recommendations to the Egyptian pharmaceutical firms as to how to keep pace with 
developed countries innovations in the area of management accounting practices, and 
how to profit from the special characteristics of the Egyptian environment. 
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Chapter 10 
Conclusion 
10.1 Introduction 
This chapter presents first, a summary of all findings of the research and how it 
addressed the researcher problem, with an identification of the main contribution 
achieved by the study. Second, it suggests several valuable recommendations 
regarding management accounting practices both on the organizational and the 
national level. Furthermore, theoretical recommendations concerning future areas of 
research and investigations for academics and researchers are discussed. Finally the 
research limitations are mentioned. 
10.2 Summary and Concluded Findings 
There is evidence over the past few decades that changes in an organization's external 
environment may lead to changes in an organization's management accounting 
system. Throughout the 1990s, the growing level of global competition intensified the 
challenges for managers who need to consider more effective ways of achieving 
competitive advantage and improving organizational performance. One mean of 
achieving this is through the adoption of clearly articulated strategies, flexible 
organizational structures and innovative management accounting systems. 
The main aim of this research is to determine the in-firm contingent factors, to the 
adoption of recently developed management accounting practices in the Egyptian 
pharmaceutical firms and if the adoption of such practices has an effect on the overall 
firm performance, in an attempt to help them improve and enhance their performance 
and competitive ability, especially during this critical phase of transitional economy 
functioning in an era of globalization. 
As a result, the study uses the contingency theory framework, as the theoretical 
framework for the study, as found suitable to discuss the main points of the interest in 
the research; accordingly a framework was designed for testing purpose. A 
relativistic; anti-positivistic (phenomenological); interpretivist methodology is 
followed to achieve this goal due to the main data collection method pursued in the 
study; semi-structured interviews. A pilot study was first conducted to help in 
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finalizing the suggested contingent factors, in the formulation of the hypotheses, and 
in the design of the interview guide. Then the data collected, through semi-structured 
in depth interviews, was analyzed both statistically, to test the hypotheses and 
examine the relationships between variables, as a way to determine the main in-firm 
factors upon which the adoption or non-adoption of recent management accounting 
practices is contingent, and, qualitatively to provide more in-depth investigation of the 
research problem. Finally a suggested revised framework is drawn. 
Results of the two analyses are concluded and summarized in the following table: 
Table 10.1: Concluded Results of the Research 
Type of 
Study 
Concluded Results 
Statistical There is no significant relationship between large organization size and the 
analysis adoption of recent management accounting practices, and to the contrary the 
employees' headcount, as a measure of firms' size was found negatively related to 
the adoption of recent management accounting practices. In other word, the firms 
with smaller number of employees adopt more recent management accounting 
practices than larger firms. This finding is not consistent with the literature which 
suggests that the larger the size the more advanced the systems will be. Therefore 
the large firm size is not considered a contingent factor to the adoption of recent 
management accounting practices. 
There is no significant relationship between the emphasis placed o HR development 
plans and the adoption of recent management accounting practices, therefore the 
HR development plan as a contingent factor is rejected. 
There is a significant relationship between the computerization of firms' operations 
and the adoption of recent management accounting practices. Therefore, the 
computerization as a contingent factor is not rejected. This finding is consistent 
with the literature. 
There is no significant relationship between the acquisition of ISO certification and 
the adoption of recent management accounting practices; to the contrary firms with 
no ISO certification were adopting more recent management accounting practices 
than the others with ISO certification. Therefore, the assumption that ISO 
certification would enhance the adoption of recent practices is rejected. 
- There is a significant relationship between the firms' ownership type and the 
adoption of recent management accounting practices. In other word, firms of 
different type would differ in the management accounting practices adopted. 
Therefore, the ownership type as a contingent factor is not rejected. This finding is 
consistent with the literature. 
- There is no significant relationship between the adoption of recent management 
accounting practices and the improvement in the firms' sales growth rates. 
There is a significant relationship between the adoption of recent management 
accounting practices and the improvement of employees' productivity, and hence, 
the firms' efficiency. This finding is consistent with the literature. 
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Qualitative Some in-firm contingent factors to the adoption of recently developed management 
analysis accounting practices, other than those tested in the study, are recommended by the 
qualitative analysis, those factors are: cost justification; expected contribution to 
overall firm success; competent personnel; implementation time; and financial 
resources (FR) required. 
Some in-firm contingent factors to the adoption of recently developed management 
accounting practices were excluded from the original framework of the study, those 
factors are: ISO certification and human resources development plan 
Pharmaceutical industry in Egypt is relatively an advanced industry in addition to 
being relatively highly competitive. 
The Egyptian political, social, and cultural environments contribute to the success 
of the pharmaceutical industry in Egypt. The Egyptian political environment, 
characterized by relative stability and internal security, as compared to other 
middle-east and African countries along with the social environment, characterized 
by dense population with high literacy rate, poverty, and the spread of diseases 
created opportunities for the success of pharmaceutical industry in specific. 
Human resources competency and development is considered an important 
contingent factor to the adoption of recent practices, due to the alternative huge 
training expenses to familiarize personnel with the use of new techniques. This 
finding contradicts with the statistical analysis findings 
Computerization of operations is a pre-requisite to the adoption of new practices 
because it eases the transition, facilitates change, and is a must in the case of 
practices with software packages' applications. This finding supports the statistical 
analysis finding. 
Adopting recent management accounting practices along with many other factors, 
would positively affect the firm's overall success, However, the direct effect of 
adopting recent management accounting practices on the overall firms' success is 
not particularly measured by any of the firms. This finding is, to some extent, 
consistent with the statistical analysis findings. 
Quality assurance programs in general and ISO certification in particular, enhance 
the firms' internal operations which facilitate the transition to recently developed 
practices. However, it is mainly triggered to improve competitiveness rather than 
enhance the quality of the firms' products. Consequently, it can not be considered a 
contingent factor to adoption of recent management accounting practices, which is 
consistent to the statistical analysis findings. 
Importance of factors to be considered before adopting recent management 
accounting practices differed with different firms' types. Therefore the ownership 
type is also proved to be a contingent factor to the adoption of recent practices, as 
with the statistical analysis findings. 
Gradual adoption of recent practices is recommended as well as the performance of 
needed adjustments to the new practices before adoption to suit each countries 
business environment. 
10.3 Research Contribution 
The main motive for this research was the gap in management accounting practices 
literature in a developing country, namely Egypt. Management accounting practices 
and the contingency approach literature were mainly based in developed countries and 
carried out by western researchers. Kiggundu et al., (1983) stressed the importance of 
conducting research in developing countries, highlighting over 70 percent of the 
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world's population live in developing countries that face challenging problems. 
Developing countries are involved in development programs, such as privatization 
program in Egypt, which is a motive per se to investigate the effect these programs 
have on management practices. Younis (1996) stated that privatization of 
manufacturing and service companies has been one of the more obvious features of 
Middle Eastern economies in recent years, which needs a large foreign and domestic 
investment. Investors need information about management practices and performance 
of these privatized companies before investing their money. Younis (1996) also added 
that very few developing countries have conducted their own empirical studies on the 
performance of their own privatized and/or public companies. Therefore, Kiggundu et 
al., (1983) stated that what is going on in these countries is of great significance to the 
rest of the world, as the world becomes more interdependent and the business 
becomes more international. In the same vein, Shoib and Jones (2003) point out that 
further research is needed in the developing countries due to today's increasingly 
complex and interconnected world. They added that it would seem important to 
recognize diversity and promote learning both in and between developed and 
developing contexts. Gaburro and 0' Boyle (2002) stated that recently it has 
witnessed the flourishing of economic globalization, which means the practice of 
economic agents working in different countries and serving the world market without 
any prevailing national barriers. In order for these agents to invest in other countries, 
especially the emerging ones, they need enough information about the opportunities 
for growth and profit. 
Thus, there is a general awareness of the apparent gap between theory and practice. It 
has to be admitted that the number of studies focusing on developments in 
management accounting in the transition countries is limited, especially as regards 
studies that apply the contingency approach. Therefore it was suggested that studies in 
this part of the world need to be conducted and further research needs to be 
undertaken in these emerging and developing nations. 
At a more general level, our findings may shed light on the development of 
management accounting in other developing societies presently undergoing rapid 
changes and sharing similar characteristics as the Egyptian society, those are mostly 
developing Arab countries in the Middle-East area. The study extends the empirical 
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literature on the contingent relationship between firms' internal factors and 
management accounting practices. 
As Donaldson (2000) stated that the contingency theory of organizations holds that 
the organizational characteristics need to fit the level of the contingency variables of 
the organization for that organization to have high performance because misfit leads 
to lower organizational performance than fit. Therefore, the organization will need to 
make adaptive changes recurrently in order to regain fit each time it changes the level 
of one of its contingency variables. Consequently it is important to try to discover 
what are the main contingent factors affecting the adoption of recent management 
accounting practices so that any changes that occur in these identified factors 
(variables) is to be monitored in order to find out how such changes would reflect on 
the management accounting system of the firms. 
This research, as a contingency-based piece of work, adds valid empirical evidence of 
the use of the contingency approach as a theoretical framework in management 
accounting studies. A thorough review of management accounting systems and 
contingency theory was undertaken. A study conducted by Hayes (1977), as 
mentioned in Reid and Smith (2000) represents a shift in the uses of the contingency 
theory; which earlier had the broader aim of explaining the organization itself, to a 
contingency theory of management accounting with the limited aim of explaining 
how particular circumstances shape the form of the management accounting system. 
He concluded that three contingent variables were the main determinants of the 
management accounting system. These were: sub-unit interdependence (e. g. R&D 
intensity); dynamism of environment (e. g. marketing intensity); and work method 
specification (e. g. production intensity). Then Reid and Smith (2000) suggested that 
the contemporary contingency theory of management accounting has the limited aim 
of explaining how particular circumstances (that is, contingencies) shape the form of 
the management accounting system. This thought differs from the earliest versions of 
contingency theory, which had the broader aims of explaining the form of the 
organization itself. 
This research constitutes one of the first studies to provide evidence on the effect of 
the selected contingent variables on the adoption of recent management accounting 
practices in developing countries, in particular Egypt. After a thorough review of the 
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broad management accounting systems literature, along with thorough analyses of the 
focus group's outcomes, it was revealed that some variables are of paramount 
importance to the adoption of recent management accounting practices. The specific 
contingent factors selected in this study were firm size, emphasis on HR development 
plans, computerization of accounting systems, acquisition of ISO certification, and 
firms'ownership type. 
This research utilizes the triangulation concept and provides further evidence that 
using both quantitative and qualitative methods in a single piece of research is 
complementary rather than rivalry. 
It was concluded from the data collected and the qualitative analysis that 
pharmaceutical industry in Egypt achieved a big progress regarding the introduction 
of computerization, as compared to other developing countries, that have supported 
the adoption of recent management accounting practices. Moreover, percentage of 
firms adopting recent management accounting practices was found to be high (65%), 
which supports the finding of Farouk (2005), that pharmaceutical industry in Egypt is 
an advanced, promising industry; as such, the study contributes on two levels, namely, 
in application and in academic literature. 
In application, this study enables Egyptian pharmaceutical firms to develop and 
evaluate their management accounting systems by identifying the factors they have to 
take into their consideration when deciding to adopt new practices, and evaluate the 
effect of such adoption on the firms' performance. In addition, this study enriches our 
understanding of current management accounting application in Egyptian 
pharmaceutical firms, which in turn, would be of interest to Egyptian and foreign, 
whether current and/or potential, investors who consider starting/managing their 
businesses in the Egyptian context. Thus, this study can be of significance to 
managers of pharmaceutical firms and Egyptian and foreign investors. 
This study contributes to the literature of management accounting in that it helps 
researcher identify whether differences in management accounting practices between 
industrialized and developing countries have been decreasing over the past few years. 
Management accounting practices in the Egyptian pharmaceutical firms were found to 
be very similar to those in the manufacturing firms in industrialized countries, besides 
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the agreement between all managers on the importance of the mix between financial 
and non-financial performance evaluation measures. There used to be a claim that 
current management accounting practices are strongly framed and driven by factors at 
macro level, at which various and considerable global pressures of convergence are 
currently at work (Granlund and Lukka, 1998). There is also a considerable body of 
literature that stresses the particularities of management accounting practices within 
each country and the difficulties facing Anglo-American accounting practices with 
developing countries (Hove, 1989; Wallace, 1993; Longden et al., 2001). Thus this 
research contributes to this controversial issue of the conflict between the 
globalization and localization of management accounting practices. In this research, 
the state of management accounting practices in the pharmaceutical firms indicates a 
move towards globalization. 
10.4 Empirical Recommendations 
10.4.1 Recommendations at Organizational level 
The study recommends top managers of the Egyptian pharmaceutical firms to identify 
precisely what they need from management accounting systems and practices. In 
other words, they must determine clearly the objectives and the role of management 
accounting before taking any relevant action. If they want relevant, timely, accurate 
information to improve performance within the new conditions of privatizing 
international business, and global competition, then, they must believe that traditional 
practices are no longer suitable or effective, alone, to achieve this goal and that the 
change to adopt advanced practices is an essential solution during this phase to 
survive and improve. Thus, managers must start take action and move towards the 
decision to change. To do so they have to focus on the contingent factors relevant to 
the Egyptian culture and environment, necessary to support and ease this change, in 
the aim of, at the end, improving the overall firms' performance. 
This study suggests a number of factors that Egyptian pharmaceutical firms have to 
take into consideration to improve their management accounting systems. Special 
attention should be given to Employee headcount, personnel competency, 
computerization level, ownership type, expected contribution to overall firm success, 
and financial resources required. 
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In general, the research findings encourage Egyptian pharmaceutical firms to allow an 
adaptive management accounting system, which assumes that firms should adapt 
continuously in reaction to changes not only in the environment but also inside the 
firms. This could prevent these systems from becoming obsolete and dysfunctional as 
external or internal conditions change 
10.4.2 Recommendations at National Level 
Egyptian accounting standards must be developed in conformation with international 
accounting standards after taking the Egyptian environmental factors into 
consideration. The Egyptian professional firms like the Egyptian Society of 
Accountants and Auditing, and the Egyptian Institute of Accountants and Auditors 
must take the action and develop standards for both financial and management 
accounting that suit the local conditions and are also convenient to the new mentality 
of the new market economy approach. If some modifications of advanced practices 
are necessary and required to be adapted and adopted in Egyptian organizations, then 
professional firms must act. 
Moreover, the necessities of providing training and establishing more professional 
organizations especially of management accountants that would provide availability 
to management accountants for updating their skills and increasing their ability of 
learning new and advance practices, as the absence of such services hinders the 
developments of management accounting systems resulting from either the lack of 
awareness or competency. 
10.5 Research Limitations 
While Luther and Longden (2001) suggested that the well-established contingency 
theory is concerned with the relationships between exogenous and firm-specific 
factors, which in turn influence competitive strategy, the intervening variable of 
organizational structure and, ultimately, performance, this study only concentrated on 
the firm-specific factors only, as exogenous factors were beyond the interest of this 
study. 
Findings are only relevant in the Egyptian environment since Egypt is the context of 
the study. Study findings relates only to Egyptian pharmaceutical industry while other 
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sectors in Egypt were not considered. In addition to the small sample size, resulting 
from the small population size, that allowed only for the specific methodology 
followed in this study. Those factors all together limited results and findings 
generalization to the Egyptian pharmaceutical industry only. 
The use of statistical analysis in this study was just to provide indication to some 
possible relationships between variables of the study that are mainly investigated 
under the qualitative analysis. The unreliability of the statistical analysis results from 
the small sample size, as mentioned before. Therefore conclusions reached are mainly 
based on the qualitative analysis. 
This study provided empirical evidence on the contingent effect of each of the in-firm 
factors on the adoption of recent management accounting practices, while the all 
together effect was beyond the interest of this study. 
These limitations would not lessen the importance and suitability of contingency 
approach as a well-established approach in studying management accounting systems. 
in summary, it was important to link the theoretical framework, the research design, 
the data collection methods, the sample and the statistical analyses conducted in this 
research with previous management accounting practices literature to locate the 
significance of the current research in covering the gap in literature in developing 
countries. The research was an attempt to unveil the very complicated nature of the 
phenomena of new practices adoption in an emerging economy that is going through 
dramatic economical, social and political changes. Despite the noted limitations, this 
research contributes to our understanding of the links among firm size, management 
emphasis on human resources development, computerization, acquisition of ISO 
certification, and firm ownership type and the adoption of recent management 
accounting practices, along with the link of the latter to the overall firm success and 
performance improvement. 
10.6 Future Research 
The directions for future research are inspired by the study limitations in addition to 
the findings. These directions include: 
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Investigate the ownership effect, discussed in section 9.6, in the preceding chapter, to 
find out if the effect is due to the Egyptian environment generally, or to the 
pharmaceutical industry specifically. 
Additional studies are needed concerned with other in-firm factors that might be 
relevant to the model. 
Studies should be developed to consider both exogenous and firm-specific factors 
contingent effect on the adoption of management accounting practices. 
The model tested in this study should be tested on other industries in Egypt and 
compare the findings. 
Further studies are needed to investigate the relationship between size and the 
adoption of recent developed management accounting practices since the results 
contradicts with the literature suggestions. The study proves that the smaller the firm, 
regarding headcount, the more recent management accounting practices it adopts. 
More empirical studies focusing on other industries in Egypt or pharmaceutical 
industry in other developing countries is needed. 
More studies are to be conducted to test the relationship between the FIR development 
plan and the adoption of recently developed management accounting practices or any 
organizational innovations. Other techniques are to be used, other industries are to be 
investigated, and also other developing and developed countries, since evidence from 
the focus group and the themes analysis in the qualitative part of the study suggested a 
contingent relationship would exist. 
Regarding the ISO certification, more studies are to be conducted with an application 
on other industries in Egypt to find out if this finding is due to the nature of the 
pharmaceutical industry, regulated with international quality standards; so the ISO 
certification is not that important, or this is due to the Egyptian culture. 
The findings regarding the second hypothesis suggest that more research should be 
conducted in this area using different performance measures or applying the same 
measures on different industries. It is important to prove if the adoption of recent 
management accounting practices would improve firms performance as this would 
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encourage the decision to change and support new management accounting 
innovations. 
Comparative study conducted on other industries in Egypt or in the same industry in 
other developing countries focusing on the contingent relationship between the use of 
software packages and computerization on one hand, and the adoption of recent 
management accounting practices on the other hand. 
Comparative study conducted on other industries in Egypt or in the same in ustry in 
other developing countries focusing on the contingent relationship between the firms' 
ownership type and the adoption of recent management accounting practices. 
Additional research is needed to test the effect of this study's contingent factors all 
together on the adoption of recent management accounting practices. 
Additional research is needed to statistically test the validity of the suggested factors 
that resulted from the qualitative analysis part of this study on the Egyptian 
pharmaceutical firms. 
Despite providing new insights, the current research has only scratched the surface of 
the complex phenomena which is the factors that may affect the adoption of advanced 
practices. More studies are needed testing more factors, different industries, using 
other data method collection techniques such as questionnaires, although it can be a 
daunting task, especially in Egypt. 
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Appendix 1: The Interview guide 
Introduction 
This is an investigation for a PhD research which I am currently preparing at 
Demontfort University, UK. The research is about the in-firm factors that affect the 
adoption of management accounting practices in pharmaceutical manufacturing firms 
in Egypt. In addition the study should try to explore the effect the adoption of such 
practices will have on the overall firms' performance. 
Semi-structured interviews were conducted during an on site-visit with relevant 
personnel. This interview's guide was used as a basic guideline during the interview 
to make sure that all relevant topics are covered and to help the researcher conduct the 
interviews in a systematic and comprehensive fashion. Interviewing is supported by 
tape-recording, where possible, in order to capture much more than my memory. 
I emphasized to the interviewees that the data collected via this interview is used for 
academic purposes only and would not be released, under any circumstances, for any 
other use or for any other parties. Therefore, confidentiality is guaranteed and 
secured. 
At the end of each interview, I appreciated that there are many demands on 
interviewee's time, but stressed that the more complete responses I get, the better I 
will be able to draw a picture of these schemes. Finally, I asked the interviewee, if 
s/he has any queries; not to hesitate to contact me. In addition, I thanked him/her in 
advance for his/her concern. 
Questions: 
* Please, would you introduce yourself? 
Since when you are holding this post? Could you say more about your job 
description? 
Would you give some demographics about the firm? 
o Annual sales 
o Number of employees 
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o Number of products 
e Would you please give some details about the nature of the pharmaceutical 
industry? What is so special about this industry from your experience and your 
point of view? 
* Does the political environment have a special effect on functioning in Egypt? 
9 What effect does fluctuating exchange rates have on the firm? 
9 What social related issues might have contributed to the success of the 
pharmaceutical industry in Egypt from your point of view? 
* With the high rate of unemployment in Egypt does the social responsibility of 
the firm result in over staffing? So you think this might affect firm's 
efficiency? 
* Do you mean that unemployment problem in Egypt can in some way affect the 
firm's operating efficiency? 
* Talking about the human resources, what kind of development plans are 
provided by the firm to personnel; at least in your financial department? Can 
you say more about that? Can you be more precise? 
9 Does competition affect your human resources development plans? 
* Would you describe the competitive environment in which the firm operates 
and the extent of its effect on the firm's success? 
91 would now like to move on to a different topic which is concerned with the 
management accounting practices in use in your firm? 
* Are traditional management accounting practices still in use? 
* Is this your opinion (the case in your firm) or it can be considered common to 
the whole industry? 
9 Why, from your point of view, traditional practices are still sound? 
* Recent practices are also important; would mention the new practices recently 
adopted in your firm? 
How you chose the new practice to be adopted? (what are your criteria) 
Does the availability of financial resources affect your choice? Would you say 
more about that? 
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Are some recently developed practices dependent on the computerization of 
the accounting system? What about your system; is it manual or 
computerized? 
e Let us now move to another topic that relates to the quality assurance 
procedures common to the pharmaceutical industry, can you inforrn us about 
that? 
9 Did the firm acquire the ISO certification? Is it still needed with the existence 
of the quality measures imposed by the industry? Then why the firm acquired 
(would plan to acquire) the ISO certification? 
* Do you think the acquisition of ISO certificate might affect the decision to 
adopt a recently developed management accounting practice? 
* The last topic to be discussed relates to the performance evaluation measures 
used in your firm, do you evaluate firm performance based on financial or 
non-financial measures, or a mixed of both? 
9 Would you mention the most commonly used measures, both financial and 
non-financial? 
9 Finally, do you think that adopting recently developed management 
accounting practices have affected your overall firm performance (success)? 
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Appendix 2: SPSS Statistical Analysis Output 
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Text cut off in original 
GZ -- 
FILZ='Ii: ýsyss data analysis. savl 
NAM: : &l. azez- Wlr-: )CW=. --R^=T. 
EAU oT: F: W='F: \&pss data ana: ysis. savl 
KCHMSEED. 
7,; 71 7., 75- 
: pment '. ':: V'- 3 VI 7-"! 
: e%-&ITpmert 'V-': 11: 3 V-4 VlS VIf V-7 7-'? 
kNAL"ý, 3: 3 
Requendes 
Notes 
Uutput kreatea 27-MAY-2-D07 113Z6A010 
Comments 
Input Data Wspss data analysis saV 
AcUe 031ZISLA DataSetll 
Filter <none> 
We, ght <none> 
SpIA He <none> 
N of Rows in 20 Worktrig Data File 
Missing Value Definition of Missing User-defined miss-mg values are 
Hand irg treated as missing 
Cases Used Statistics are based on al I cases 
with va1d clata. 
Syntax FREQUENCIES 
VARIABLES-AnnualSales V4 
Numb-- of Erm, cyees V6 
NumberoProducts V8 V9 
HIRDeve, opment V12 V13 V14 V15 
V16 V17 VIS 
/ORDER= ANALYSIS. 
Resources Elapsed Time 0: 00 00. G2 
Processor Time 0: 00-00.02 
:: ataSetl: *1: ', syss data ar. a. ys*-s. sa,., 
Statistics 
weight of Number of I weý, ght of I Number of I weight of ovonership 
Annual Saýes sales, EMD17. rees I employee I Products I products type 
I 
Devell 
N Vold .0 .0 "0 50 20 20 Missing 
100D0000 
Statistics 
weight of man3gentnt 
accounting softivare accounting 
sofmare accountinq ISO vmight of ISO iso di3te practice weight 
N valA 20 20 20 19 15 20 
Missing 0 0 0 1 S. 0 
Frequency Table 
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Annual Sales 
Frequency Percent Vald Percent 
Curnulati've 
Percent 
4r,, WOODO 1 5.0 5.0 5.0 
6-'WOODD 1 5.0 5.0 10.0 
MOOODO 1 5.0 5.0 15.0 
M100000 1 5.0 5.0 . 10.0 11CCO000M. 1 5.0 5.0 25.0 
17300ODaO 1 5,0 5.0 30.0 
175000000 1 5.0 5.0 35.0 
176GOODD3 1 5.0 5.0 40.0 
18100ODDO 1 5.0 5.0 45.0 
'MOODOO 2 1 5.0 5.0 SO. 0 
2180000M 1 5.0 5.0 55.0 
2M' 00OD3 1 5.0 5.0 60.0 
3CODOODDO 1 5.0 5.0 65.0 
31-10000DO 1 5.0 5.0 70.0 
? 44000000 1 5.0 5.0 75.0 
4DDOOOODO 1 5.0 5.0 60.0 
600000000 1 5.0 5.0 65.0 
62DOOODDO 1 5.0 5.0 90.0 
6400000DO I 5ý0 S. 0 95.0 
66,00000DO 1 5.0 5.0 100.0 
Total 20 100.0 100.0 1 
weight of sales 
Frequency Percent Va'id Percent 
Cunwative 
Percent 
less 2UU midions 9 45.0 45.0 45.0 
bet-ptee 200 and 400 
MiFlions 7 35.0 35.0 80.0 
greater than 4DO millions 4 20.0 20.0 100.0 
Total 20 100.0 1 DO. 0 
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Number of Employees 
Frequency Percent %Ial; d Percent 
Cumulative 
Percent 
175 1 5.0 5.0 5.0 
33B 1 5.0 50 100 
350 1 5.0 5-0 ISO 
450 1 5.0 5.0 MO 
600 1 5.0 5.0 25.0 
750 1 5.0 5.0 30,0 
6DD 1 5.0 50 350 
m 1 5.0 50 40.0 
1 DOO 1 5.0 5Z 45.0 
1300 1 5.0 5D 50.0 
1424 1 5.0 5.0 55,0 
1430 1 5.0 5.0 60.0 
ism 3 15.0 15D 75.0 
^300 1 5.0 5Z Mo 
. 4417 1 5.0 5.0 85.0 2.463 1 5.0 5.0 90.0 
5.0 5Z 95.0 
1 5.0 5D 1000 
Total 20 100.0 1000 
weight of employee 
Frequency 
_ 
Percent Vs id Percent 
cumulative 
Percent 
varki less than 8DU eniployeF- 7 35.0 35.0 35.0 
between BW and 1600 40.0 40.0 75.0 employee 
greater than 16M 5 25.0 25.0 CO. 0 empoyee 
I Total 1 20 1 1000 1 100.0 
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Number of Products 
Frequency Percent Vald Percent 
Cumulative 
Percent 
Valid 24 5.0 50 50 
32 5.0 50 100 
47 1 5.0 5,0 is 0 
58 1 5.0 5ý0 1410.0 
59 1 5.0 5,0 25ýO 
72 1 5.0 5.0 30.0 
89 1 5.0 50 35 0 
96 1 5.0 5D 40.0 
98 1 5.0 5,0 45.0 
1DD 1 5.0 50 50.0 
107 1 5.0 50 550 
12D 1 5.0 5D 60L 
160 1 5.0 5.0 65.0 
189 1 5.0 5-0 700 
Mo 2 10.0 100 800 
245 1 5.0 so 850 
'53 3 15.0 150 100.0 
Total 20 100.0 1000 
weight of products 
Frequency Percent Valid Percent 
Cumulative 
Percent 
V314 less than 75 products 6 30.0 30.0 30.0 
between 75 and 150 6 30 0 30.0 60.0 products . 
greater than 1 Ea prW ucts 8 40.0 40.0 100.0 
Total 20 100.0 100.0 
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ownership type 
Frequency Percent VaW Percent 
Cumulative 
Percent 
Val d MN 7 35.0 35.0 35.0 
PI 7 35.0 350 70-0 
s 6 3.0.0 300 100.0 
Total 1 20 1 CO. 0 100.0 
HR Development 
Cumulative 
Frequency Percent 
I 
Valk! Percent 
I 
Permnt 
Va6d Y 20 --100.0 1 100,0 1 IMO 
weight of HIR development 
Frequency Percent Valid Percent 
I Cumulative 
Percent 
Vald not so clear strategic pan 7 35.0 35.0 35.0 
clearly stated strategic 
plan 9 45.0 45.0 80.0 
highly emphasized ' strategic plan 4 10.0 20.0 100.0 
Total .0 . 1000 . 100.0 .I 
accounting software 
Cumul3tive 
Frequency Percent Val; d Percent Percent 
Valid 7 35.0 35,0 35.0 
13 U. 0 650 100.0 
Tool 20 100.0 1000 
280 
weight of software accounting 
Cumulative 
Frequency Percent Valid Percent Percent 
Valod partial; y ccmputenzed 7 350 350 35.0 
fully computerzed 13 650 65,0 100.0 
Total 20 1000 1000 
iso 
Cumulative 
Frequency Percent Val; d Percent Percent 
4 20.0 200 20 0' 
y 16 80.0 WO 100.0 
Total 2D 100.0 IOU 
weight of ISO 
Frequency Percent Valid Percent 
Cumulative 
Percent 
Valid not applicabýe 4 200 21.1 21.1 
year '202 -2C04 2 10.0 10.5 31.6 
year 1999-2,001 3 150 15.6 47.4 
year 19M - 1998 6 30.0 31.6 78.9 
year I Er9.3 -1M -% 4. 100 10.5 89.5 
year 1990 - 1992 2 10.0 10.5 1000 
Total 19 950 1000 
Missing 'Sy 5te rn I so 
Total 20 1 1000 1 1 
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iso date 
Frequency Percent Valid Percent 
CurrUative 
Percent 
Valid 1990 2 10.0 13.3 13.3 
1994 2 10.0 13.3 26.7 
1996 2 10.0 13.3 40.0 
1997 3 15.0 20.0 60.0 
1993 1 5.0 6.7 66.7 
2WOO 3 15.0 110.0 $6.7 
02 1 5.0 6.7 93.3 
'1004 1 5.0 6.7 1 DO. 0 
Total Is 75.0 100.0 
Missing System 5 . 25.0 
Total 20 100.0 
management accounting practice weight 
Freauen, cy Percent Valod Percent 
Cumulmve 
Percent 
-737-7- 4 2-10.0 20.0 20.0 90 2 10.0 10.0 300 
96 1 5.0 so 3&0 
101 2 10.0 '100 45,0 
122 5 115.0 25.0 70.0 
123 4 121.0.0 MO 90.0 
127 1 5.0 5Z 95.0 
133 1 S. 0 50 100.0 
Tctal 20 100.0 100,0 
DT 
VAý:; ýBLESýknnua. 'Sa: es V4 -'Tu'nb*rQfEM;! 'DYQQS 7i VuM?, Qr: f; rcdIacts Vý 712 'VI4 
Vl( 1.1-- ViB 
S-=--V R;. 17: 1 MIN MAX 
Descriptives 
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Notes 
Output Created 27-MAY-2,007 13W: 23 
Comments 
Input Data H. Xspss data wo"is sav 
Actwe Dataset DataSetl 
Filter <rione> 
Weight Crxm! w 
Spid Fte -monei, 
N of Rows in 20 Workirig Data File 
Missing Value Definition of Missing User clefiried missing values are 
Hand'ing treated as missing 
Cases Used Al rKx,, -missing data are Lised. 
Syntax DESCRIPTrs/ES 
VARIABLES-AnnualSales V4 
NumtwcifErrpi'oyees VS 
NuftwoflProducts VS V 12 V 14 
V16V17V18 
ISTATISTICS-MEAN STDOEi 
VARIANCE RANGE MIN MAX. 
Resources Elapsed Time 0: 00: DD. 06 
Processor Time 0: 00.00.00 
:: ataseti: '4: ýspss data analys:. s. sav 
Desaiptive Stati3tics 
N Range Mmimurn Maximum 
- - - 
Mean Sid Deviabon 
Annual Sales 2D 635W-QUUU 4500DOOO V050 =50 2.9E-008 20Z851a56-08 
weight of sales 2 1 3 1.75 . 786 
Number of Ernployees 20 24615 175 2600 1318.75 791.131 
weight of employee 20 2 1 3 1.90 . 788 
Number of Products 20 226 24 250 132.30 78.542 
weight of products 20 2 1 3 2.10 . 852 
weight of HR aevelopment 20 2 1 3 1.85 . 745 
weight ot soffvare accounting 20 1 1 2 1.65 . 489 
weight of ISO 19 5 0 5 &1.32 1.635 
iso date 15 14 1990 2004 1997.00 31.464 
management accounting practce 20 89 44 133 100.80 31.7C9 
weight 
Valid N (listv-se) IS I 
283 
'; ":,, BLSS-Anru&! Sa: es V4 N*%z-Az9rOfFr-; I. -yees VE llumberzf; roducts 
lr'-: V'-3 "ý7-4 VIS VIC V: 3 
Frequencies 
Notes 
Output Created 27-MAY-N-107 13,16: (>3 
Comments 
InptA Data H-. Xspss data anallysis. sav 
Active Dataset DataSetl 
Filter <none> 
Weight <none> 
Split File <none> 
N of Rows n 
Working Data File 
Missing Value Definition of Missing User-derined fts&ng values are 
Hand ing treated as rnissing 
Cases Used Statistics are based on all cases 
with va! id data. 
Syntax FREOUENCIES 
'ARIABLES-AnnualSale3 V4 
NumberafEniptoyees V6 
NumberoProducts VS V9 
HIRDeve', opment V12 V13 V14 VIS 
V16 V17 V18 
iSTATISTICS=MEDIAN MODE 
IORDER= ANALYSIS. 
Resources Elapsed Time 0: 00: 00.39 
Processor Time 0: 00: 00.03 
, L)at&S*tjl ; i: %sr., ss data analys--s. sav 
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Statistics 
N 
V014 Miss, na Median Mode 
Annual Sales 0 21350000D. 0D 450,0000D, 
weight of sales 0 2. DD 1 
Number of Employees 20 0 1362.0 1500 
weight of employee 20 0 2.00 2 
Number of Products 20 0 103.50 250 
weight of products 'In 0 11.00 3 
ovmership tpe 2n 0 
HR Development 20 0 
weight of HR devvloprrient 20 0 2. DD 2 
accounting sof'rivare 'I'D 0 
weight of softare accounting D 2.00 2 
! so 0 
weight of ISO 1 3.00 3 
iso (late 5 '1997.00 19973 
management accounting practice weight 20 0 12.. 00 1 122_1 
a. multiple n=es eXtSt. The SM311est value is sham 
Frequency Table 
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Annual Sales 
Frequency Percent VaId Percent 
Cumulative 
Percent 
Valid 45000000 1 5.0 5.0 5.0 
62TA0000 1 S. 0 5.0 10.0 
75MOODO 1 5.0 5.0 15.0 
76MOODD 1 5.0 5.0 22D. 0 1500000DO S. 0 5.0 2 5,0 
1730000DO 5.0 5.0 30.0 
17ECCOODO 5.0 5.0 35.0 
1760000DO 5.0 5.0 40.0 
1810000DO 5.0 5.0 45.0 
2090000DO I 1 5.0 5.0 50.0 
2180000DO 1 5.0 5.0 55.0 
2W 00OD3 1 5.0 5.0 60.0 
3DOOOOODO 1 5.0 5.0 65.0 
3120000DO S'D 5.0 70.0 
34400000D 5.0 5.0 75.0 
4000000DO 5.0 5.0 80.0 
6DOOOODDO 5.0 5.0 85.0 
62MOOODO 1 5.0 5.0 90.0 
640000000 1 5.0 5.0 95.0 
6150000000 1 5.0 5.0 100.0 
I Total 1 -20 1 100.0 1 100.0 11 
weight of sales 
Frequencv Percent Va'id Percent 
CurnUative 
Percent 
Valid less ZOO miNions 9 45.0 45,0 45,0 
2DO and 400 behowee 
milfions 7 35.0 35.0 80.0 
greater than 4DO rnillions 4 MG 1 1110.0 100.0 Total 20 100.0 1 DO. 0 
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Number of Employees 
Frequency Percent Valod Percent 
Cumulative 
Percent 
Valod 175, 5.0 5.0 5ý0 
338 1 5.0 50 100 
3M 1 5.0 5.0 ISO 
450 1 5.0 5ý0 20.0 
6DO 5.0 50 250 
750 1 5.0 5,0 30.0 
8DD 1 5.0 5.0 35Z 
943 1 5.0 5D 40.0 
1 DOC 1 5.0 5,0 45.0 
1300 1 5.0 5,0 500 
14-14 1 5.0 &0 55.0 
1430 1 5.0 5.0 60D 
1500 3 15.0 15.0 75.0 
211300 1 5.0 &0 80.0 
2417 1 5.0 50 850 
2463 1 5.0 50 900 
1500 I 1 5.0 5.0 950 
2.6co 1 5.0 5.0 1000 
Total 210 1 D3.0 1000 
weight of employee 
Frequency Percent VoJid Percmt 
- 
Cumulative 
Percent 
Valid less than 8W employee 7 35,0 3 5.0 35.0 
beNveen 8,00 and 16M a 40.0 45 0 75.0 emp; oyee . 
greater than 1600 5 25.0 25.0 1 DO. 0 empoyee 
Total 20 1000 100.0 
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Number of Products 
Frequency Percent Valid Percent 
Cumulafive 
Percent 
Volod . 14 1 5.0 5,0 5ýO 
32 1 5.0 5.0 10.0 
47 1 5.0 S'D 15-0 
58 1 5.0 S'D MO 
59 5.0 5D 25-0 
72 5.0 50 300 
89 5.0 50 350 
96 5.0 50 40.0 
98 S. 0 5Z 45.0 
1DO 1 5.0 5-0 SOD 
107 5.0 5.0 55ý0 
123 5.0 5.0 60.0 
160 5.0 5D 65.0 
189 5.0 5.0 70.0 
2 10.0 10.0 8TO 
245 2 1 5.0 5.0 85.0 
250 3 15.0 15.0 100-0 
Tctal 20 100.0 1000 
weight of products 
Fr uenc Percent Valid Percent 
Cumulative 
Percent 
VaW less than 75 products 6 30.0 30.0 30.0 
bet, veen 75 and 150 6 30 0 30 0 ED 0 products . . . 
greater than 150 prDducts a 40.0 40.0 100.0 
Total 420 1000 100.0 
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ownership type 
Cumulative 
Frequency Percent Vold Percent Percent 
valid NIN 7 3-5.0 350 350 
PI 7 a5.0 350 70.0 
s 6 30.0 30.0 100.0 
Total 20 1 CO. 0 1000 
-1 
HR Development 
CumulMve 
ency 
I 
Percent 
I 
Vold Percent Percent 
;:;: ý I 
Freau 
aa I -D 1 1000 1 1000 
1 
weight of HR development 
Freciuency Percent Valid Percent 
Cumulative 
Percent 
valid ncA so clear strategic pan 7 35.0 35.0 35.0 
clearly stated strateg: c 9 45 0 45 0 80.0 plan . . 
highly emphasized 4 20 1) 20 0 100.0 
strategic plan . . 
I Total 1 -0 , 1000 , 100.0 ,I 
accounting software 
) Cumulative 
Frequency Percent Vald Percent Percent 
".. 'aW p 7 35.0 350 350 
y 13 65.0 650 100.0 
Totil 'LID 1 CO. 0 1000 
289 
weight of software accounting 
Cumulative 
Freauenvi Percent Valid Percent Percent 
Valid partialty computerized 7 35.0 35.0 35.0 
fully conVuterized 13 65.0 65.0 100.0 
Total 20 1000 1000 
iso 
Cumulative 
Frequency Percent Val4d Percent Percent 
Vabd N 4 1110.0 200 20 0 Y 16 80.0 800 100,0 
Total 20 100.0 1000 
weight of ISO 
Frequency Percent Valid Percent 
Cumulative 
Percent 
Valid rot applicab, e 4 2U 21.1 21.1 
year=2-2-004 2 1H 10.5 31.6 
year 19N-2'WI 3 15,0 15.8 47.4 
year 1996 - 1998 6 30.0 31.6 78.9 
year 1993 - 1995 .L 11H 10.5 89.5 
year 19,90 - 1992 2 100 10.5 100.0 
Total 19 95.0 100.0 
Missing System 1 50 
Total I'D 1- 1000 1 
290 
! so date 
FreqLk-, ncy Percent VaId Percent 
Curnitlative 
Percent 
VOW 1990 2 1 D. 0 13.3 13.3 
1994 2 10.0 13.3 '116.7 
1996 2 10.0 13.3 40.0 
1997 3 15.0 1-10.0 60.0 
1.398 1 5.0 6.7 66.7 
2000 3 15.0 -10.0 86.7 '1002 1 5.0 6.7 93.3 
-1004 1 5.0 6.7 100.0 
Total Is 75.0 1 DO. 0 
Nfissing System 5 ý-5.0 
. Total -20 , 100.0 1 11 
rnanagement accomfing practice weight 
Fremiency Percent Vold Percent 
Cumulative 
Percent 
Vabd 44 4 -10.0 20.0 20.0 9 . 10 2 10.0 101 30.0 96 1 5.0 5-0 35.0 
101 10.0 10-0 450 
1 =1 5 -15.0 25.0 700 
23 4 210.0 20,0 900 
U 1 5.0 5.0 95ý0 
133 1 5.0 5.0 100.0 
Towl 20 1 co. 0 Ion 
X, 
'714 %1: 6 7-3 
Correlations 
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Notes 
Output CreateO 27-MAY-2007 13., '8: 41 
ConTnents 
Input Data H., Upss data analysis. 5av 
Active Dataset Datasetl 
Filter <none> 
WL-. ght <none> 
Split File <none> 
N of Rows in 10 I Working Data File 
Missing Value Definition of Missing User-defined miss: ng values are 
Hand'ing treated as missing. 
Cases Used Statistics for each pair of variables 
are based an all the cases with 
valid data for that pa. -r. 
Syntax CORRELATIONS 
/VARIABLES-Annu3lSales'v'4 
NumberofEmproycres V6 
NumberofProducts VB V12 
V14',. 116 VIS 
1PRINT-TWOTAIL, NOSIG 
IMISSINGsPAIRWISE. 
Resources Elapsed Time 0: 00: DO. 27 
Processor Tirne 0: 00: DO. 03 
::, atasetil data analys-'s. sm, 
292 
Text cut off in original 
Correlations 
weight of Number of weight of Number of 
Annual Sales sa'es Employees ernolovee Products 
Annual Sales Fearson Correlatm 
. 9431 . 150 . 123 ý311 
1 
Sig. (2-taled) 
. 000 . 527 . 
592 182 
N 
- 
2D no 4 20 'A 2D 
weight of sales Pearson correiai aT -943*1 1 . 256 . 212 . 
341 
Sig. (2-tailed) 000 
. 277 U9 . 
141 
N no no 4 20 20 20 Nurnber of Employees Pearson CorrelaT= . 150 . 256 1 . 964*1 . 
564" 
Sig. (2-tailed) 
ý 527 . 277 C1110 . 010 N 20 no 20 20 1 no 
we ight of employee Pearson Correlavon 19 
. 212 . 96411 1 -4881 Sig. (2-tailed) 
. 594 . 369 . 000 
M19 
N 
- .0 
20 20 4-10 no Number of Products Pearson Correlaý aT . 311 . 341 . 564" AW 
1 
Sig. (2-taled) 
. 1182 . 1411 . 010 . 029 N no 20 1 20 1.10 20 weight of products Pearson Correlat 
. 329 . 353 . 692*1 . 643*1 
-. 934" 
Sig. (2-tzxled) 
. 156 . 126 001 . 002 . 
000 
N 2D 20 20 20 20 
weight of HR development Pearson Correlaton 370 
. 472* . 8881, 1159" . 
723" 
Sig. (2-taded) 108 
. 
036 
. 000 '000 
000 
N 
' 
--%() 20 20 20 
weight of softvvare Pearson Correlawn 226 
. 171 - 6501, - 641*1 -. 4791 
1 
accounting Sig. (2-taded) M8 
. 
471 . 
. 
002 . 
. 
002 
. 
033 
N no 20 20 _20 20 weight of 150 Pearson Correlatýon 
. 011 . 055 . 809", . 79,9*- . 
4771 
Sig. (2-tafled) 
. 964 . 825 . 000 M, . 
039 
N 19 19 19 19 
management accounting Pearson Correlatm 396 
. 42F - 5221 -Mst - 
286 
practice weight Sig. (2-tatled) 084 
. 
059 . 
. 
018 
. 
017 
. 
. 
2222 
j 
N no I 20 m 20 no .- 
293 
Correlations 
weight of management 
software accountng 
accountin weý ht of ISO nrnrliro woiMt 
Annual 5ales Pearson Correlalson Z6 
. 011 . 396 Sig. (2-tailed) 
. 335 . 964 . 084 N M 19 20 
weight of sales Pearson Correlauon 
. 171 . 055 . 428 Sig. i, 11,1aded) 
. 471 . 825 . 059 N 
In 19 ^10 Number of Employees Pearson Correlation 6501, 
. 809*' 5 22.1 Sig. (2-taded) 
. 001. . 000 . 018 N 
In 19 20 weight of employee Pearson Correlawn -. 641" . 79-3" -. 5225* Sig. (2-taJed) DO2 
. 000 . 017 N 20 19 20 
Number of Products Pearson Correlation 479ý* 
. 4771 -. 286 Sig. (2-taled) D33 
. 039 . 222 N 'In 19 20 
weight of products Pearson Correia -. 5431 . 5721 -. 389 Sig. (2-tailed) D13 
. 010 . 090 N 19 20 
weight of HR development Pearson Correlaton 
. 720*' -. 358 Sig. (2-txIed) DD7 
. 001 . 121 N 20 19 20 
weight of software Pearson Correlation 1 -. 5341 . 823*1 accounting Sig. (2-tailed) 
. 018 . 000 N 
. 
Wj 19 20 
weight of ISO Pearson Correlat-on -. 534, 1 -. 517* Sig. (2-taded) 
. 018 . 024 N 19 19 19 
mana, ýement accounting Pearson Correlation 
. 823- practice weight Sig. (2-taled) DDO 
. 024 N1 20 19 20 
- -1-1--A, m mylvocum at me u. u i ievei jz-zoueo). 
*. CorTelation is significant at the 0.05 level (2-tailed). 
TAP VE V3 
%1114 l7is V. 9 
'l;; L: 
N-. so:, ,I H 74CTAý 
294 
Nonparametric Correlations 
Notes 
Comments 
InptA 
Missing Value 
Handing 
Sýntax 
Data 
Acbve Dataset 
Filter 
Weight 
SpIA File 
N of Rows in 
Woriking Data File 
Definition of Missing 
Cases Used 
H. Up5s dala analysis. sav 
DataSetl 
<none> 
-none> 
<mne> 
_m 
User-defined rnissmg values are 
treated as niissing, 
Statistics for each pair of variables 
are based on all the cases with 
valid data for that pa-., r. 
HONPAR CORR 
NARIABLES=AnnualSales NA 
NumberafEmp! oyees V6 
NumberotProducts VS V12 
V14V'16VIS 
tPRINT-BOTH TWOTAIL NOSIG 
MISSING-PAIRWISE. 
0: 00: 00. CS Resources Elapsed Time 
Number of Cases 
AIW,, ed 
Processor Titne 
6, 'L, 955 cases3 
0: 00: 00.08 
a. Based on availabi, ity of %wMpace mmory 
:: ataseti; i: -, syss data ar. a. 61-s--s-sav 
295 
Correlations 
Sig. (2-taiýed) 
N 
vielht of "ýes Correlation Co 
Sig. (2-taVed) 
N 
Number of Employees Correlation Cc 
Sig. (2, tai, ed) 
N 
vmIght of emplojee Correlation Cc 
Sig. (2-tai: ed) 
N 
Number of Products Correlation Cc 
Sig. (21-tailed) 
N 
v, tVht of products Correlation Cc 
Sig. (2-taEed) 
N 
we, ght of HR development Correlation Cc 
Sig. (2-t3i! ed) 
N 
%vght of soltvare Correlation Cc 
accounting Sig. (2-taied) 
N 
weight of ISO Correlation C4 
Sig. (2-tai, ed) 
N 
management accounWg Correlation Co 
practce %vex; ht Sig. (2-toi! ed) 
N 
rho Annual Sa'es Correlation C, 
Sig. (, tai'ed) 
N 
Annual weight I Nunter of weight of 
Sales of s. &es En-doyees errd Yee 
Mn 1.000 . 8181, . 
154 . 120 
DDD . 346 . 
5D6 
1 
10 20 M - 
20 
mt . 818 I. DDO 
- 
. 2211 . 
202 
. 000 . 
230 , 
28 3ý 
10 1. 20 1 '210 
ýnt . 154 . 2211 
1.000 * 83711 
. 346 . 
230 - . 
000 
20 110 20 1410 
-fl t . 120 26102 . 
837ý 1.000 
. 503 . 
328 . 000 
20 20 20 20 
mt . 293 
M ., M*, . 
42Y 
. M9 104 . 
00.3 . 021 
IN IV '0 20 20 
ent . 253 . 339 . 573' . 
59y, 
. 164 . 133 . 002 
OD4 
110 1 20 110 20 1 
ent . 290 . 425* . 7461, . 
837* 
. 113 . 040 cm 
WO 
20 20 1 . 10 20 
ent . 236 . 167 .. 5,14' -. 6D4, 
. 219 . 
44. '(' . 00 '005 
20 20 20 20 
ient C64 C46 . 
6041, . 721' 
. 719 . 
616 . 
001 . 000 
19 19 1 19 19 
ient . 315 . 
365 -. 4481 , -. 5491 
. 064 . 
057 M . 004 
20 20 210 1- , -. 1) 
ient 1.000 . 9271 , . 242 168 
. DOO . 3'013 . 
476 
1 
20 20 20 110 
296 
vitýgni or sa, es (. ýorreiation uoetticient 
Sig. (1-tailed) 
N 
Number of Employees Correlation coeFicient 
Sig. (2-tai; ed) 
N 
vmýght of employee Correlation Coe? Ficient 
Sig. (2-tai: ed) 
N 
Number of Products correlation Coefficieni 
Sig. r(. -talleci) 
N 
weight of products Correlation Coefficieni 
Sig. (2-tai: ed) 
N 
we-ght of HR development Correlation Coefficieril 
Sig. (2-tai, ed) 
N 
%vight of solUare Correlation Coefficieni 
accounting Sig. (243iýed) 
N 
%eight of ISO Correlation Coefficien, 
Sig. (2-tai: ed) 
N 
management accountrig Correlation CoeffiiFci-en 
pract, ce welht Sig. (1tailed) 
N 
Correlations 
Amual weight Number of weight of 
Sales of sales Em! avees erroloyee 
. 9271, 1I. C03 . 
2a3 . 229 
. Coo '210 . 
331 
20 20 110 20 
. 242 . 293 
1.0co . 93911 
. 303 . 210 . 
000 
20 20 20 20 
. 168 M . 
939* 1.000 
. 478 . 331 
MCI 
1 
20 20 20 20 
. 371 -M3 . 
6'-"3* ý522' 
. 107 . 095 
1 
018 
- 
20 20 110 20 
. 331 . 357 . 695* . 
639' 
. 154 . 122 
1 
. 001 . 
002 
20 23 .0 
20 
. 400 A91' P, 61 * . 
86V 
MO . 028 . 
Ox 
1 
ODO 
20 20 '410 
282 . 176 -. 
61011, -640ý 
. 229 . 457 . 
004 002 
-10 _n m 
20 
. 046 . 043 . 
7634, . 
8041 
. S52 . 
662 . 000 . 
000 
19 19 19 
. 404 . 426 -. 
670 
. 077 . 061 . 
001 
20 
297 1 
Correlations 
weight of manage 
weight of HR software weight of accounting 
deve=ment accountinq ISO 
1 
racdce wei 
Kendall's tau-b Annual Saes Correlation C7e7i-r=en 2ý0 . 236 . 064 .3 Sig, (2-t3pled) . 113 . 219 . 719 .0 N 20 20 119 
weight of sa'es Correlation Coeff icient . 4251 . 167 . 
046 .3 
Sig. (ýZtaited) 
. 040 . 442 . 
816 .0 
N 20 110 19 Number of Employees Correlation Coeff ic ient . 746*' -. 5114' . 
604*1 
Sig. (2-tailed) 
. 000 . 0013 . 001 .0 N 20 110 19 
A, esght of emp(oyee Correlation Coefficient 
. 837*1 -. 6041, . 
721" 
Sig. rtailed) 
. 000 . 005 . 000 
D 
N 20 20 19 
Number of Products Correlation Coefficient 
. 625*1 -. 392* . 380* .2 
d. 
Sig. (2-taiied) 
. 001 . 043 . 033 .1 N -10 20 19 
A, e, Vht of products Correlation Coefficient .8 19*1 -. 51 V 483* -. 
3 
Sig. (2-tailed) 
. 000 . 018 . 015 .0 N 20 '410 119 
VieXpt of HR development Correlation Coefficient 1.000 
. 
64F 
Sig. (2-tai! ed) . 
010 
. 
001 .0 
N 20 20 119 
vmight of softvare Correlation Coefficient -. 558* I. Ow -. 5002 .6 accounting Sig. (2-taKed) 
. 
010 
. 
017 .0 
N 20 20 19 
wevht of ISO Correlation Coefficient 
. 
640*' -. 5m, 1.000 -. 5 
Sig. (2-tai'ed) 
. 
001 . 
017 .0 
N 19 19 19 
management accountrig Correlation Coeff icient -. 344 . 
692*1 -. 556*1 1.0 practce weight Sig. (ýZtaifed) 
. 
073 
. 
0011 
. 
003 
N 20 20 19 
Spearman's rho Annual Smes Correlation Coefficient 
. 400 . 
282) 
. 
046 A 
Sig. (2-tailed) 
. 
080 M . 
852 .0 
N 20 20 19 
298 1 
Correlations 
weight of management 
weight of HR softvare weight of accounting 
devefooment accountinn ISO cractice weight 
speannion's rho weig hit o( &-i es Correlation CoetTici . 4911 . 176 
-T3 A26 
Sig. (21-taiýed) Ms . 457 . 
862 . 
061 
N 20 120 19 111) 
Number of Employees Correlation Coeff ic ient 
. 861* -. 610* . 
763*1 -. 624" 
Sig. (21-tcliýed) 
. 
000 
. 
004 . 
000 . 
003 
N 20 20 19 20 
Y*výght of empoyee Correlation Coefficient . 863*1 -. 640" . 804*1 
670- 
Sig. (2-tailed) 
. 000 . 002 . 000 
DO I 
N . 10 20 19 -410 
Number of Pirmucts Correlation Coefficient 
. 758" -. 464* . 4991 -. 
345 
Sig. (2-tailed) 
. 
000 . 
039 
. 029 . 
136 
N 20 20 19 210 
vm, ght of products Correlation Coefficient 
. 8621, -.! 414 . 561, -443 Sig. (2-taifed) 
. 000 . 
014 
. 013 . 
051 
N 20 20 19 20 
weight of HR development Correlation Coefficient 1.000 . 714* -A69* Sig. (2-tai'ed) DD6 
1 
00 . 
037 
N 20 1110 1 110 2 
vm)ght of sofmare Conrelation Coefficient -. 5881, 1.000 -. 561 785 
accounting Sig. (2-tailed) 
. 006 . 
013 . 
000 
N 20 1.10 19 20 
wteghl of ISO Correlation Coefficient . 71411 1.000 -. 71Sr Sig. (1-tai: ed) . 001 . 013 Doi N 19 19 19 19 
management accounurýg Correlation CoefficiFt- -. 469* . 785" -. 71 practice weight Sig. (2-tai'ed) 
. 037 . 000 . 00 
1 
N 20 1 20 19 1110 
Correlation is signifeant at the 0.01 level (2-tai'ed). 
Correlation is signiAcant at lhe 0M, level rtailed). 
N; AR .3 "1 s BY V4 ýi 3) AS 0: Ml =I. *. 3 2,. * "!, i3 
it'. ' ES: 11; A: T: %. U'S: S. 
NPar Tests 
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Notes 
27-MAY-20,07 14 
Coninients 
InpLA Data 
Anve Dataset 
Filter 
Weight 
Spld Re 
N of Rows In 
WcrMng Data File 
Definiticn of Missing 
HAspss data analysis-sav 
Datasetl 
<none> 
<none> 
cmne> 
Missing Value 
Hand: ing 
Cases Used 
I syntax 
I Resourm 
a. Based on 
Elapsed Time 
Number of Cases 
Allovo, ed'I 
Processa Time 
I 1.0 
User-defined miss: ng values are 
treated as missing 
Stabstics for each test are based on 
al cases with va'id data for the 
variable(s) used in that test. 
NPAR TESTS 
1K-V#'=V1 S BY V4(1 3) 
fMEDIAN=V15 BY'V4(l 3) 
MISSING ANALYSIS. 
0: 00: 00.02 
1 124-X 
0: 00: 00. CO 
tily of workspiCe memory. 'j- 
: 'ZnatASatl! *[: ', I;:, Ss dat& &r-&17! 1:, S-S&v 
Kruskal-Wallis Test 
Ranks 
weight of sales N Mean Rank 
management accounting tess 201D nAltons 9 8.17 
practice %eight betwee 200 and 400 7 11.14 
millicris 
greater than 400 rnil; ions 4 14.63 
Total 20 
300 
Test Stati3tim" 
nwagement 
accounfing 
ore ctice weiaht 
- 3.539 
df 
As-y=. Sýg. . 173 
a. Kruskal Wallts Test 
b. Groupng ', 'Mable- weigM of ules 
Median Test 
Frequencies 
we4jht of swes 
bet*ve 200 
less'-100 and 4CO greater than 
millions millions 400 millions 
management accounting Median 1 2 3 
practice weight = kied, an 6 5 1 
Test Statisticsb 
management 
accounting 
practice weight 
N 20 
Median 1,11.00 
Chi-Square 5.393a 
df 2 
Asynv. Sig. D67 
_j a. 5 eel s (83,3%) have "pected frequencies less than 5. The mimmim expected eel: frequency is 1.2. 
b. Group4rq VariabW weight of sales 
%*; A; ý --s-is 21 
SY Vi :l3,1 
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NPar Tests 
Notes 
Convnents 
Input 
Missing Value 
Kand', ing 
Syntax 
I Resources 
Data HAspss data analysis. sav 
Active Dataset DataSet I 
Filter <none> 
Weght <none> 
Spl, t File <none> 
N of Roym in 20 Working Data File 
DefiniiJon of Missing User-defined missing values are 
treated as missing 
C4ses Used Statistics for each test are based on 
a, I cases wth vV id data for the 
vanable(s) used in that test. 
NPAR TESTS 
fK-%'V-VIS BY V6(1 3) 
/MEDIAN-VIS BY 3) 
1MISSING ANALYSIS. 
Elapsed Time 0: 00: 00.02 
Nmberpf Cases 1124,20 Allowed 
Processor Time 0: 00-DO. 02 
on avadaW itv of vxrksoace memolY. 
: Z, at&S4t-", H: \spis data analys--s. ta- 
Kruskal-Wallis Test 
Ranks 
weight of emoloyee N Mean Rank 
management accounting iess than NO employee 7 15.43 
practice weigh between 800 and 1600 8 913 
employee 
greater than 1600 5.80 
employee 
Total 20 1 
302 
Test Statistics'l-b 
management 
accounting 
practice wei(jht 
-M-7u'are "7 8.71 
df 2 
Asymp. Sig. -013 
a. Kruskal Wallis Test 
b. Groupoig Variable., weight of errooyee 
Median Test 
Frequencies 
w"ht of empWee 
bet-veen 8W greater 
less than 800 old 1600 ftn 1600 
errOoyee emloyee erivloyee 
management a ccouiling Medi an 4 2 U- 
practice weight -cm M&Ian 3 6 5 
Test StatisticsO 
managernent 
accounting 
practice Weight 
N 20 
Median 12-1.00 
CbkSquare 4.69441 
df 2 
Asrm. Sig. D96 
a. 5 cel's 03 3%) have expected frequencies less than S. The niin, nvm expected celi frequency Is I. S. 
b. Grouping Variable: might of empialee 
%;; 
6; L 
2 BY 
a2YV9:. 3 
A: IALYSTS. 
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NPar Tests 
Notes 
Conyrients 
Input Data H-Ispss data anaWs-sav 
Active Dataset DataSetl 
Filter cnone> 
Weight -Knone> 
SpI; t Foe <none> 
N of Rows in 20 Working Data File 
Missing Value Definition of Missing User-defined miss,, ng values are 
Handling treated as missing 
Cases Used Statistics for each test are based on 
all cases with va: id data for the 
variable(s) used in that test 
syntax NPAR TESTS 
BY VS(I 3) 
. IMEDIAN-VIS BYV8( * 
13) 
/MISSING ANALYSIS. 
Resources Elapsed Time 0: 00: 00.05 
Numberipf Cases -. 0 Aflowed 
Processor Time 0: 00: 00.03 
a. 63sed on avallablin of vo-orkspace memori. 
: z&t&Stt! ' '4-., spss data ar. al7s*-s. sa,., 
Kruskal-Wallis Test 
Ranks 
weight of products N Mean Rank 
management accounting tess than 75 products 6 14.08 
practice weight between 75 and ISO 6 10 33 
products . 
greater than ISO products a 7.94 
Total M I -J! 
304 
Test Statistics" 
mamgernent 
accounfing 
practice weiqht 
Chý5quare 3.6Z, 8 
df 
Asymo. Sig. . 145 
a. Kruskal Wallis Test 
b. Groupong Vadable: weight of prcducts 
Median Test 
Frequencies 
eiaht of Produ s 
bemeen 75 
less than 75 and 150 greater than 
pmducts croducts 150 products 
management accounting Median 3 2 1 
practice %eight 4- Med: an 3 4 7 
Test Statist! csb 
rr,. anagemnt 
accounting 
practice weight 
N 20 
Median 122. DO 
MSqU3re 2.341,1 
df 2 
Asynv. S)g. 
. 310 
a. 5 c0s (. 33.3%) have expected frequencies less than 5 The mininxim expected ceV, frequency Is 1.8. 
b. Grouping Variable: weight of products 
: 7-, 3 I's 
WI EY V: -- 3 
,; faln. BY :1 3) 
11m: s3: 1.1s ANATLYS: 3. 
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NPar Tests 
Notes 
Comments 
Input Data HAspss data analysis sav 
Actwe DatasM DataSeA I 
Filter -rione> 
Weight -: none> 
Split File <none> 
N of Rows in 
Working Data File 
Missing Value Definition of PAWng User-defined misscýbq values are 
Hand: ing treated as missing. 
Cases Used Statistics for each test are based on 
a: I cases with va id data for the 
vanable(s) used in that test. 
Syntax NPAR TESTS 
/K-W=V18 BYV12(13) 
IMEDIAN-VI 8 13Y V12(1 3) 
/MISSING ANALYSIS. 
Resources EJapsed Time 0: 00: 00.02 
Number, pf Cases 112420 Allowed 
Processor Time 0: 00: 00.02 
a. Based on availabilfty of works: )ace memory. 
: 4, -&t&S9t., j '1:,, spss data analys:. s. sav 
Kruskal-Wallis Test 
Ranks 
weight of HR development N Win Rank 
management accounting not so clear strateV. c plan 7 13.79 
practice weight clear4y stated strategic 9 9.67 
p: an 
h, gh'y emphasized 4 6 63 
strategic plan . 
Total 
306 
Test StatisticO, b 
management 
accounting 
practice weiclht 
Chi-Square 4.186 
df 2 
As*ymv. Sog. 123 
a. Kruskal Wall* Test 
b. Grcwpong Vafiable . %eigM of HR deve, opment 
Median Test 
Frequencies 
we, c bt of HR deveo ent 
highly 
not so clear clearly stated emphasized 
stratteclic plan strategic Wan strategic plan 
manaýement accounting Median 3 3 0 
pradice weight <= Wdian 4 6 4 
Test StatisticsP 
management 
accounting 
practice weight 
N 20 
Median 
ChiýSquare 2.3131 
df 2 
As, yqv. Sýg. 315 
a. 5 cel s (33.3%) have expected frequencies less than 5, Tým min, murn expected cel! frequency is 1.2. 
b. Groupng Variable, weight of HR deveýopnvnt 
;! -'4, ý 22) BY V: 4! 1 2) 
VISS: ln ; 1IMILYsis. 
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NPar Tests 
Notes 
Comments 
InptA 
Missing Value 
Handing 
Data 
Active Dataset 
Filter 
Wesght 
Spht He 
N of Rows in 
Workirg Data File 
Definition of Missing 
H. Aspss dat3 analysis. siv 
Datac--etl 
---rone> 
<mne> 
<none> 
Cases Used 
Syntax 
Resour. es Elapsed Time 
Number, of Cases 
Allowed 
Processor Time 
20 
User-defined miwng values are 
treated as missing. 
Stab stic3 for each test are based on 
al cases with vald data for the 
vanablek's) used in that test 
NPAR TESTS 
IK-W-VlB BYV14(12) 
IMEDIAN=Vl$ BYV14%112) 
IMISSING ANALYSIS. 
0: 00: 00.37 
11224 20 
0: 00: 00.0s 
a. Based on avaimun or vims; ace memory. 
i: ýsppss data ar. al7s: -5. f&', " 
Kruskal-Wallis Test 
Ranks 
weight of software N Mein Rank 
management accounting partially corrrmenzecl 7 4.43 
practice weight fully computerized 13 13.77 
Total 20 
308 
Test StatisticO-b 
nwagement 
accounIng 
practice weight 
Thi-ýuare 11.712 
df I 
Asymp. Sig. . 001 j 
a. Kruskal Wallm Test 
b. Grouping Variable: weight of softvare accounting 
Median Test 
Frequencies 
weight of software accountnq 
portally fully 
co uterized comoutenzed 
mar%agenient a ccouriting 7n. edi an 0 6 
practice weight <- Medan 7 7 
Test Statistics" 
management 
acoDwtng 
oractice weight 
2D 
Median 122. DO 
Exact Sig. 051 
a. Grou; xng Variable: weight of softAore accounting 
'y V- 
I 
is 
. 
'Mlss: tl:; ANMLYSISA. 
NPar Tests 
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Notes 
Output Created 27-MAY-2007 14,34: 36 
Corrments 
Input Data HAspss data analysis. sav 
Actve Datasell DataSetl 
Filter <rone> 
Wt4ght <none> 
Spl, 4 He K,, none> 
N of Rows in 
Working Data File 
Missing Value Definition of Missing User-defined missýng values are 
hand! ing treated as missing. 
Cases Used Statistics for each test are based on 
all cases with va! id data for the 
vanable(s) used in that test. 
Syntax NPAR TESTS 
IK-1.1's'-VIS BY VIG(I 5) 
tMEDIAN-VI 8 BY V16(1 5) 
MISSING ANALYSIS. 
Resources Elapsed Time 0: 00M. 02 
Nufter, of Cases 112420 Allowed 
Processor Time 0: 00.00.02 
a. ijaseci on avaiiaur ity or vxxxspace memory. 
: r, at&Set. l: H:, ýspss data 
Kruskal-Wallis Test 
Ranks 
weight of ISO N Mean Rank 
management aCcounting yeat =2 -ZCU4 2 1300 
practice weight year 1 VA-2,001 3 12.67 
year 1996 - 1998 6 450 
ýtar 1993 -IM 2 900 
year 1990 - 1992 2 5.50 
I Total 15 
310 
Test Staflaticsl. 13 
management 
accoundng 
practce weight 
Ch#-Square 10485 
df 4 
A-aww. Sig. . 033 
a. Kruskal Wallis Test 
b. Grouping Variable: weight of ISO 
Median Test 
Frequencies 
fchl of ISO 
year 2002 year yew 19S6 year 1993 year 1990 
-2004 1 99ý 2, Go 1 . 1998 -1995 . Ig r 4 management accounting Median 2 3 0 -0 
practice might <= Medan 0 0 A 2 
Test Statisticsb 
n%an3genvnl 
accounting 
vroctice weiaht 
Medan 
Cbi-Square 9173 U 
Cy 4 
Asynv. Sýg. 012 
a. 10 cells (100, D%) have expected frequencies less than S. The minimLim expected cell frequency is . 8. b. Groupng Variable: weight cof ISO 
CNZW 
2.: ?E 
3TA::;: C3 z: ZI 
M: s3: tT 
=: . L? MA. C. 
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Oneway 
Notes 
Convnents 
InpLA 
Missing Value 
Handing 
Syntax 
Resources 
Data 
AcVve Datasel 
Filter 
Weýght 
SpIA Re 
N of Ro-A-3 in 
Workmg Data File 
Definition of Missing 
Cases Used 
Elapsed Time 
Processor Time 
0: 00.00.11 
0: 00-00.03 
: DataSetll . 1: 1, srss data analys:. s. sav 
Test of Homogeneity of Variances 
management accounting practice vitight 
Levene 
Statistc dfl dQ 
00 17.363 2 17 0] 
Post Hoc Tests 
H Ispss data analysis sav 
DataSetl 
<none> 
<none> 
<. none> 
20 
User-defined missing values are 
treated as missing. 
Statistics for each ana, ysis am 
based on cases with no missing 
data for any vanable in the analysis. 
ONEWAY 
V18 BY V6 
/STATISTICS HOMOGENEITY 
MISSING ANALYSIS 
1POSTHOC = BONFERRONI T2 
ALPHA(. 05). 
312 
Text cut off in original 
Multiple Comparisons 
Dependent Vanable: management accounting practce weight 
Mean 
Dfference 95% Confid nee I 
(1) YmOt of ernDlovee (J) weight of ermlcrvee (W) -Std. Error SIO. LowerEound UO -95nferroru less than 6DU employee be en dUU and 16 34 196 2S7 14 08S -3 66 employee . . . . 
greater than 1600 
employee 40.371 16.130 . 068 -2.45 
betiveen 800 and 1600 less than 800 env; cye-. -34.196 14.2S7 . 08S -72.05 empvyee greater then 1600 
employee 6.175 15.704 1.000 -35.52 
greater than 1600 less than 800 enV! oyee -40.371 16.130 . 068 -83.20 empvyee bet%ven 80D and 160D 
employee -6.175 15.7D4 1.000 -47.87 
Tarnhane less than 8DD employee between 600 and 1600 
employee 34.196 13.906 . 123 . 8.82) 
greater than 16DO 
employee 40.371, 10.376 . 048 . 52 
betiveen KM and 1600 less than 800 env, oye-. -34.1 WS 13.906 . 123 . 77.21 env'oyee greater than 1600 6.175 17 211 980 -42 20 employee . . . i 
greater than 1600 Im than 800 enV: ye-e -40.3711 10 376 048 . 80.23 l env oyee between 800 and 600] 
-6 175 17 211 980 . 54 55 employee . . . . 
-. I nC FTWdn Ulf iW CTIGC 15 ZASjII-IIWI It III UIC UZ) ICIM. 
om-ns-; A'ý 
T. ^ AUH A,. CS 
313 
Notes 
Output Created 27-MAY-d'007 14-48: 33 
Comments 
input Data H., ýspss data onalysis. sav 
Actve Datase-t Dataset'! 
Filter <-rfone--, 
Weight <tione> 
SpR File crone> 
N of Rows in 1110 Working Data File 
Missing Value Definition of Missing User-defined misszng value3 are 
Hand'ing; treated as missing 
Cases Used Statistics for each anaysis are 
based on cases with no missing 
data for any variable in the analris. 
Syntax 01"InVAY 
V18 BY V14 
/STATISTICS, HOMOGENEITY 
/MISSING ANALYSIS 
IPOSTHOC - BONFERRON1 T2 
ALPHA(. 05). 
Resources Ela; sed Time 0: 00: 00.02 
Processor Time 0: 00 00.03 
Oneway 
314 
Notes 
Output Created 27-? AAY-2M7 14-48: 51 
Conyrents 
Input Data H. Aspss data analysis. sav 
Active Dataset DataSetl 
Filter <none> 
Vtfeýght <none> 
SplAt File <none> 
N of Rows in 20 Working Data File 
Missing Value Definition of Missing User-defined miss-ng values are 
Handling treated as missing 
Cases Used Statistics for each analysis are 
based on cases with no missing 
data tor any variable In the analyssis, 
Syntax ONEWAY 
VIS BY V16 
IS7ATISTICS, HOMOGENEITY 
MISSING AMALYSIS 
IPOSTHOC - BONFERRONI T2 
ALPHA(M). 
Resources Elapsed Time 0.00 OD. 19 
Processor Time 0: 00 00.06 
: r, ýAt&seti) H. \srcss data analys:. s. sav 
Test of Homogeneity of Variances 
management accounting practice weight 
Levene 
alist; c dfl df2 Sig. 
11893 15 13 ODD 
Post Hoc Tests 
315 
Multiple Comparisons 
Dependent Variable: management accounting practce, weight 
Mean 
Difference 95% Ccnld nee lWerval 
(1) w--qht of ISO W weiaht of ISO (1-i Std Error Sig Lower Bound Upper Bound I 
d 
not appiicabie year 2002 -2004 -3.750 1F,. 547 I. Wo -63.05 $5.55 
year 1999-2001 1.083 14. R93 I. DDO -51.212 53.3 S 
year 1996 - 199B 60.750* 12.3,33 , DD4 16.55 IN 95 year 1993 - 1995 14.750 16.547 I. DDO . 44.55 7405 year 1990 - 1992 33.750 16. S47 . 934 -25.55 9305 year 2002 -21)ý not appixable 3.750 16.547 1.000 -55.55 63.05 year 1999-2001 4.833 17.442 1. DM . 57.68 67.34 year 1996 - 1998 64.500* 15.601 . 018 8.59 12-10.4 11 year 1993 - 1995 18.500 19.107 I. DDO . 49,98 86.9s year 1990.1992 37.500 19.107 1. D03_ -30.93 105148 year 199S-2001 not applicable -1.083 14.593 1. DC0 - C-3 M 5j. " 
year2002-20041 4.833 17.442 1. W0 . 67.34 57.68 
year 1996 - 1995 c-9.667* 13.511 . 010 1125 108-09 year 1993 - 1995 13.667 17.442 I. D00 -48.84 76.18 
yýear 1990 - 1992 32.667 17.442 1.0DQ -29.84 95.18 
year 1996 - 1998 not appl, cable -60.750* 12.333 DD4 -104.95 . 16.55 
year2002-2OD4 -64.500* 15. EO 1 . 015 -11213.41 -8.59 year 1999-21DO1 -5,9.66T* 13.511 . 010 . 10a. 09 . 11.25 year 1993-1995 -46.000 15. eoi . 170 . 101.91 9.91 year 1990 - 1992 -27.000 15.601 1.000 1 -82.91 2891 
year 1993 - 1995 not ap; l, cable -14.750 16.547 1.000 . 74,05 44.55 
year 2002 . 21004 -18.500 19.107 1.0D3 -86.98 49.93 
year 199G. K. 1001 -13.667 17.442 I. D00 . 76,118 48.64 cis year 1996 - 199 46.000 15101 . 170 9.91 101.91 year 1990 - 1992 19.000 19.107 1 coo -49.48 8748 
year 19c. 0 - 1992 not applicable -3,3.750 16.547 . 93T -93.05 25.55 year '41002 -2DD4 ý37.500 19.107 I. DDO -1 D5.98 30.98 
year 1991c. L2001 . 32.667 17.442 1.0N -95.18 '29,84 
year 1996 - 1998 27.000 1S. Eal I. DDO -28.91 8291 
year 1993 - 1995 1 . 19.000 1 19.107 1 I-DDD 1 -87.48 1 4943 
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Multiple Compari3on3 
r, ependent Variable: management accounting practce weight 
Mean 
Difference 5% Confid nee Interval 95% Confid 
(1) %vcht of ISO Q) weiaht of ISO (I-J) Std Error Sig Lower Bound UDDerBound 
-Tanihane not apphcauie year 2UUZ -2131: 4 . 3.750 5.611 I. Wo . 718.6 1 711.11 year 1999-2001 1.083 1.158 I. DDO . 7.06 9.23 year 1996 - 1998 60.750 12.068 c)s6 1 . 1.52 123.02 year 1993 - 199S 14.750 13.047 I. DCO -ý"48.69 2278.19 year 1990.1992 33.750* 1.109 . 001 24.32 43.18 year2002-2DD4 W ap; Nicable 3.750 5.611 10,00 . 711.11 718.61 year 1999-2001 4.833 5.510 I. DX -985.66 995.33 year 1996.1998 64.5001 13.216 D41 2.71 126.29 
year 1993 - 1995 18.500 14.116 m JX92 757.92 
year 1990 - 1992 37.50() 5.500 . 768 -983.18 106318 year 1999-2001 not apphcable -1-083 1.158 1.000 . 923 7.06 year 2002 -2004 -4.833 5.510 I. D00 -99533 985116 year 1996 - 1995 . 9.667 12. C21 D61 . 3.00 122.34 year 1993-19955, 13-667 13. CO4 I. DLIC -' 2395.48 2422.81 
year 1990 - 1992 32.667* . 333 D02 26.98 3836 year 19%. - 1998 not xpplýcable -60.750 112.058 OS6 -IZ3.02 1.52 
year 2002 -. TgD4 -64.500, 13.216 . 041 -1,16.29 . 2.71 year 1999-2001 -9.667 12.021 D61 -122.34 3.00 
year 1993 - 1995 . 46.000 17.703 . 716 -196.52 104.52 year 1990 -I 9ci2 . 27.000 12.017 . 687 -8971 35 711 year 1993 - 1995 not applicable -14.750 13.047 1.000 -2278.19 2248.69 
year 2002 -20D4 -18.500 14.116 . 999 -757.92 720. P- year 199ýý, 1001 . 13.667 13.004 I. DGO -. 1422.81 2395AS 
year 1996.1995 46.000 17. T03 . 716 -104.52 196.5-1 year 1990 - 1992 19.000 13000 '999 -2405 33 244333 year 1990 - 1992 not apph cable -33.750* 1.109 DOI -43.18 . 24.31. year20012.2004 -37.500 5.500 7U AC63.18 988.18 
year 1999-2001 -32.667* . 333 D32 -38.36 -26.9B year 1996 - 1998 27.000 12.017 . 687 -35.71 89.71 year 1993.1995___ . -19-00D 
13.000 . 999 . 2443.33 2405.33 
-. Tne n-ean arerence ts sign. Ticam ai xne ua ievei. 
C, *ý'-. F:! ----'F: \spss daza 
--STE 
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"HISS: 11; ANAI 
NPar Tests 
Notes 
C)utput Created 
Conyrents 
Input Data 
Active Dataset 
Filter 
Weýght 
SpIA Fiýe 
N of Rows in 
V%Icxkmg Data File 
Missing Value Definition of Missing 
Harid! ffV 
Cases Used 
Syntax 
Resources Elapsed Time 
Nun, ber, pf Cases 
Allcmed 
Processa Time 
a. Based on availabi. b of Y. Iork$DaCg 
CAD>cuments and 
SeMng3%DRNIOHAM, EMDesktop% 
Dina fadaAsps3 dalm analyvs. 5av 
DataSet I 
<none> 
<none> 
-Kncm> 
. 10 
User-defined missing values are 
treated as miss4ng, 
Statstic: s for each test are based on 
al cases with va id data for the 
vana-Oleýs) used in that test. 
NPAR TESTS 
M-W-V13 BYV1402) 
MISSING ANALYSIS, 
0: 00,00.03 
112420 
0: 00 00.00 
nieniofy. 
: p&tas*tll and fad&17%. spss da-. & 
Mann-Whitney Test 
Ranks 
weight of software N Mean Rank I -SurndRan-ks-l 
accounting partially computenzed naqemenlt 7 4.43 31.00 
ful ý I . 1ght fUl ty ctice wL 
; =: 
= 
c practice wmeight kilty compi. AerLzed 13 13.77 179.00 
2 TT TatE otal 20 
318 
Test Statistiesb 
managemnt 
occcunting 
oractice weiciht 
Mann-WK`tney U 3. DOO 
Wilcoxon W 3 1. ODO 
z -3.422 
Asymp. &V. (2-taF, ed) . ()Dl Exact Sig. (21(l-taAed Me Sig. )] 
-I a, Not corrected for ties. 
b. Grouping Variable: weight of softomre accounting 
CRZ. -. c: z 
i: tlTo ct-mershly 
7: 9 inta ownershl-p Dwnerf'hip z7y*) 
O: d Val"Je Ne,,. j I., a! %: * La: oel 
t. aT 
:I 
319 
and fad&'-y', s; ss data 
analysis. swý, ' 
c mlp; l --- 3S ED. 
NPAR 
2y cWnership(-, 3' 
$ IS . 
NPar Tests 
Notes 
ConvneM 
Input Data C.. 'Zoeuments and Settings%DRMOHAMED. Desktop1 
Dina facla'&pss data analys; s. sav 
AzVve Dataset DataSetl 
Filter <nxie> 
Weýgh, t ýKnone> 
SpR File <none: 3, 
N of Rows in 
Workvig Data File 
Missing Value Definition of Missing User-defined missing value3 are 
hand'ing treated as missing 
Cases Used Stati sties for each test are based on 
a. 1 cases with va id data for the 
vanablef, s) used in that test. 
Syntax NPAR TESTS 
IK-W-1,118 BYownership(l 3) 
&IISSING ANALYSIS. 
Resources Elapsed Time 0: 00: 00. N 
Nurnber, of Cases - 1124'210 Allowed 
Processor Time 0: 00: 00. W 
a Based on availabiý rtv of vxrhe. -pace memory. 
ar. 4kr. ts and e. , r-Ataset4,: - fadal*y, -spss daza a-alysit. sa-: 
Kruskal-Wallis Test 
Ranks 
0,. %, ner,. h, p type N Mean Rank 
management accounting MN 7 1-6.71 
practice weight PI 7 9.64 
s 6 4.25 
Total 20 
Test StatisticO, 13 
rrm3genvnt 
accounJng 
practice weight 
Chi-Square 15.042 
df 2 
Asyn-c. Sig. . 001 
a. Kruskal Wallis Test 
b. Groupng Variable: ownership tipe 
KIN. -GEN-EITY 
Oneway 
320 
Notes 
otaput Created 21-JUN-2007 1325: 21 
Conirrients 
inptA Data C. lDocuments. and 
Set1Jngs%DRMOHAMED%Desktopk 
Dina fadayNspss, data anaWs. sav 
Active Cataset Datal-Retl 
Filter <none> 
VVVýght <none> 
SpIA Fie 
N of Rows in 
Working Data File 
missing value Definition of Missing User-defined miss,, ng values are 
Mnd: k, g treated as nit ssing. 
Cases Used Statistics to( each analysis are 
based on cases with no missing 
data for any variable In the analysis. 
Syntax ONEWAY 
V1 8 BY ownership 
ISTAIISTICS HOMOGENEITY 
/MISSING ANALYSIS. 
Resources Elapsed Time 0: 00ý00.113 
Processor Time 0: 00-00.00 
and f&daly-, Spss daza &-. &'. 7sLs. 5&v 
Test of Homogeneity of Variances 
rnanagement accounting practce weight 
Levene 
statistc 
21034 24 17 
ANOVA 
pumgement accounting practice might 
Sum of 
Sauares df Mean Square F Sig. 
erviten MUDS 
F 
, up's 13580.652 21 679DýK6 20.903 . 000 -vVANn GroupS 5522.548 17 324.8! 6 
p TT OW 19103 N"O 19 
321 
Nl"-r W; Iz 
%ris ? 'j: vwnersh:. p 
Oneway 
Notes 
Output Created 21 -JUN-2 W7 13.26: 210 
Corments 
Input Data CADocuments and 
Senngs%DRM0H, '. MEMDesktop1 
Dina faft, /, spss data analysýs sav 
Active Dataset DitaSetl 
Filter <none> 
Wv, gft, <none> 
Spl, 1 File <none> 
N of Rows in 20 Workmg Data File 
Missing Value Definition of Missing User-defined mimng values are 
Hand: ing treated as missing 
Cases Used Stabstic: s for each ana'ysis are 
based on cases with no missing 
data for any variable In the analysis. 
Syntax ONEWAY 
V18 BY ownership 
1STATISTICS HOMOGENEITY 
1MISSING ANALYSIS 
[POSTHOC - T2 ALPRA(. 05). 
Resources Elapsed Time 0: 00.00. C6 
Processor Time 0: 00100. C6 
: r, at&Eeic-'] ind fadaly, ýspff 
da-. & 
Test of Homogeneity of Variances 
management accounting practice weight 
Levene 
statistc I d12 
21 
834 
ý2 
17 
322 
ANOVA 
management accounting practice %eight 
sum of Squares df Mean Square F Sig. 
Bervo-ew Groups 13580.652 6790.326 20.90 
. 000 VaIdNn Grcm. )s 5522-148 17 324.856 
Total 19103200 19 
post Hoc Tests 
Multiple Comparisons 
Cýependent'vlariable: management accounting pradee weight 
Tomhane 
Mean 
Dfterence 95% Confidence Interval 
(1) ovinershio t-me (J) vAnership tVI)e (ti. ) Std. Error 
- 
Sig Lower Bound Upper Bound 
--PAN HI 15.000 6.07 4 . 126 34.12 s 6-690, 11603 
. 
008 2,144 10&. 94 
PI MN -15.000 6 D74 . 126 -34 * 12 4.12 s 47,6904 12927 
. 020 8 24 87.14 s MN -62.690" 11.603 . 008 -lE2.94 . 2-1.44 Pt -47.6901, 12.927 . 020 -87.14 -8.24 
i ne wean airrerence ts sign, TIC3M at Ine uo ievei, 
Ewa. and 5; 511 data 
swa and SettLngs%n; = fAd&iy\spss d&ta 
. c. mimlESSED. 
LIS =ý; "ROW: 'i 
C ; 
61 
RZZ 
Frequencies 
323 
Notes 
output Created 21-JUN-22037 15: 27: 40 
Coninents 
input Data C. T*curi'v. nts and 
S, etngs%DRMOHAMED0esk1op% 
Dina fad3; ), %spss data anatMs sav 
Active Dataset DataSetl 
Filter <none> 
wc4ght <none> 
Spid File <Pane> 
N of Rows in 20 Working Data File 
Missing Value Definition of Missing User-defined mis-&, N values are 
hand'ing treated as missing 
Cases Used Statistics are based on all cases 
with va'id onta. 
Syntax FREQUENCIES 
VARIABLES-GR=TH 
PRODUCTIVITY 
ISTATISTICS--STDDEý MINIMUM 
MAXIMUM MEAN MEDIAN 
/ORDER= ANALYSIS. 
Resources Ela, -sed Time 0: 00.00.220 
Processor Time 0: 00.00. CO 
fr)at&Eiet, l) and daza analysis. sar 
Statistics 
SALES 
GROWTH 
PRODUC 
TIVITY 
Vand 20 20 
mimng 0 0 
Mean . 2696S 267178.26 
Median . 14600 22%'87101 
Std. Cevi3tion . 567636 
22=177.25 
Minimum . 032 '29230 77 
Maximum 2X41 . 653333.33 
Frequency Table 
324 
SALES GROWTH 
Frequency Percent Valid Percent 
Cumulative 
Percent 
V314 . 002 1 
5.0 5.0 5.0 
. 046 1 
50 5.0 10.0 
. 048 1 
5-0 5.0 15.0 
. 055 
1 5,0 5.0 20.0 
. D64 1 
5.0 5.0 25.0 
'096 1 
5.0 5.0 30.0 
. 107 1 
so 5.0 35.0 
. 121 1 
5ý0 5.0 40.1) 
. 126 
1 so 5.0 45.0 
. 141 1 
&0 5.0 50.0 
ýics 1 5.0 5.1) 550 
'15S 
1 so 5.0 60.0 
20". 1 50 5.1) 65-D 
rA 1 5.0 5.0 70.0 
. 
217 1 5.0 5.0 75.0 
M"o 1 5ý0 5.0 80.0 
%60 1 5,0 5.1) 85.0 
MI 1 so 5.0 90.0 
. 551 1 so 5.0 
95.0 
2.641 1 SM 5.0 100.0 
I Total 1 1000 1 1000 11 
325 
PRODUCTIVITY 
Freq ency PerceM Va id Percent 
Cumuiative 
Percent 
VOW 29423037 1 5.0 5.0 5. () 
41333,33 1 5.0 5.0 10,0 
66509,95 1 5.0 5.0 15.0 
115334-61. 1 5.0 5.0 120.0 
12D979,021 1 5.0 5.0 25.0 
124120 B1 1 5.0 5.0 30.0 
137600.00 1 50 5.0 35.0 
146769,66 1 5.0 5.0 43.0 
166666 67 1 5.0 5.0 45.0 
184599,16 1 5.0 5.0 50.0 
257142,66 1 5.0 5.0 55.0 
260869 -57 1 5.0 60.0 
26E666 67 1 5.0 5.0 65.0 
39000O. Do 1 5.0 5.0 7D. 0 
453333.33 1 5ý0 5.0 75.0 
47631519 1 5.0 5.0 83.0 
4901000.00 1 5.0 5.0 85.0 
52071H6 1 5.0 5.0 90.0 
6-'%XOO, DD 1 5.0 5.0 95.0 
653333.33 1 5.0 5.0 1 DD. 0 
Total 20 100.0 1()D. 0 
399 thri .. 2 thru .: >59m3., 1.3 thru Hightst-4 
; rcw-, hrate . 
E*X-r:;: -. -z . 
Azr cE 
DU i. T 
t Cl thr-. -999 ýý S9559 : ZýZZJD thr-i ý4DJ thri 0 
YMUZ 1! E::; al 
Frequencies 
326 
Notes 
Output CreatM 411-JUN-2=7 16: 40: 35 
Comments 
Input Data C. 0ocuments and 
Settings%DRN1OHM, AED0esktopk 
Dina fada y%spss datai anaý, sis sav 
Active Cataset DataSetl 
Filmr 
Wetght 
SpIA Fýe <mne> 
N of Rows . in 20 Working Data File 
Missing Value Definition of Missing User-defined miss: ng values are 
Hand ing treated as missing. 
Cases Used Statistics are based on all cases 
%%qth va1d data. 
Syntax FREOUENCIES, 
VAPJABLES-1118 
ISTATISTICS=STOCE", ' MININIUM 
MAXIMUM MEAN MEDIAN 
/ORDER= ANALYSIS. 
Resources Elapsed Time 0: 00: 00.00 
Processor Time 0: 00 00-LIO 
, Li&t&E. etlk 1 i. ' -. \ Z-: c -. LT. er. tl and Se-. ti ZZs fad A -'7*-,. ips 5 da-. & an&. YI 1.8 la v 
Statistics 
management accounting practice weight 
Vaiid 20 
0 
Mew 100.80 
Median 122.00, 
Std. Deviation 31,7C9 
Minimum 44 
Maximum 133 
327 
nwnagernent accounting practice weight 
Frequency Percent Vabd Percent 
Cumulative 
Percent 
V814 44 4 20.0 200 200 
90 10.0 10-0 30,0 
96 5.0 5.0 350 
101 10.0 10.0 45,0 
1 2", 5 25.0 250 MO 123 4 -20.0 200 90-0 127 1 5.0 5.0 95,0 
133 1 5.0 50 1000 
Total 20 1 co. 0 1000 
RE CI I-E 
: *. I S3=1: . Sý thru 130-Z) *ý3) --hZ'J : tl-. O pra--tic4: att.; 
BY a) 
NPar Tests 
328 
Notes 
Coniments 
Input Data C. ADocuments and 
Settng%ZRMOHA? 4EN>esktop% 
Dina fadal&pn data anaysis sav 
Active Dalaset Dat&Setll 
Filter ýrwnwl, 
Weight croone> 
Spl, t Re qcnane> 
N of Rows in 20 Working Data File 
Missing Value Definition of Miswrig User-defined mvj&ng values are Hand: ing treated as rnssing 
Cases Used Slab stics for each test are ba3ed on 
aI cases wim va ld data for the 
vanable(s) used in that test. 
Syntax NPAR TESTS fK-W-PRODUCTIVITY GROWTH 
BY oracticecateg(I 3) 
/MISSING ANALYSIS. 
Resource$ Einsed Time 0: 0000.22 
Nun-ter of Cases W ; ? 963" Al l d ( 
Promsor Tirne 0-0000.03 
a. Based on evailabily of works; ace nierxxy. 
: L)&t&, Sttll änd fäda. *, \ipti da,: & 
Kruskal-Wallis Test 
329 
RanR9 
cracdcecateeg N Metan Rank 
PRODUCTIVITY tow ýevel techniques 4 IN 
m4de level techniques 3 8.33 
advincedlevel 13 13 31 techniques . 
Total 
ff 
1110 
SALES GRCrvVTH I my level techniques 4 5.00 
m4de level techniques 3 11.00 
advancedlevV 
tecMx: Njes 13 12.08 
Total 20 
Test Statistics8-b 
PRODUC SALES 
- -- 
TNrTY GROV%rrH 
71-7u are 9.759 4.402 
df 11) 1) 
Asyn)D. S)g. 
. 
008 . 111 
a. Kruskal Walld Test 
b. Groupang Variable: practicecateg 
GACKTH BY 
"I "A S- : tl; ; 
6* 
TALI 55 
S: i--: - TZ 
Oneway 
330 
Notes 
Conwents 
Input Data CADmurnents and 
Setbngs%DRM0HAMEMDeshtopý 
Dina fi3da! &pss data analyvs. sav 
Actye Cataset DataSetl 
Filter <none> 
Weight <none> 
SpQ File <none> 
N of RoA"3 in 
Working Data File 
Missing Value Definition of Missing User-defined miwrg values are 
Hand'ing treated as missing 
Cases Used Statistics for each ana, ysis are 
based on cases with no missing 
data for any variable in the analysis. 
Syntax ONEWAY 
PRODUCTIVITY GROWTH BY 
practicecateg 
/STATISTICS HCMOGENEITY 
AiIISSING ANALYSIS 
tPOSTHOC - T2 ALPKA(. 05). 
Resources Elapsed Time 0: 00.00.17 
Processor Time 0: 00-00.02 
&r. d I. Dina faU17ý-SPSS data an&*-Ysis. s&v 
Test of Homogeneity of Vadance3 
Levene 
StItIstic dtl d r. Sig. 
PRODUCTIVITY 3.8-56 2 17 . 041 
SALES GROWTH 
. 989 2 17 . 
392 
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ANOVA 
Sum of df Mean Square F siq- 
PROOUCTIATY Between Groups 3.2E+01 1 2 1.613E+01 1 4.590 . 025 
WiIhin Groups 6 OE+01 1 17 351506-22507 
Total q 2E+Oi 1 19 
SALES GROWTH Between Groups . 
351 2 176 . 517 . 
635 
Wilhin Groups 5.771 17 . 339 Total 
Post Hoc Tests 
Multiple Comparisons 
Tanhwe 
Nladable 11 
advancedleve 
techniques 
milklie level techniques law level techniques 
ad, ainced leve,, 
techniques mdde fevel tec 
kLES GROWTH W; level techniques m4d e! evel tec 
advancedleve 
techniques 
wtýle level techniques oo7N -ie-veMtfi-chnii 
advancedleve 
techniques 
advanced ievel law tevel techn 
techniques mcId'e; evel te( 
The man difference is signficant at the . 05 levet 
Mean 
Difference 
O-J) 
I 
Std. Error 
. 301271.717' 1 655212.386 
97464. ec, 729 49732.160 
. 203e, D6.860 74874.972 
301271.717' 65522.386 
203BD6.860 74874,972 
-. 083167 . 081143 
-. 30S731 192214 
-. 22!, 564 . 207605 
. 3U731 -192214 =S64 . 207605 
NCOM WN 
, "MUS&OWTH Annw, Aalts 
Vj: WA VIC Vil W. cwnezship 
AMNOBOW TWO11: 1 N&ST; 
La. ver Bound 
001 1 -47778815M 
1 -124 
. 361 -129662.8333 
324 
. D60 A1532-7. 
C405 7 
. 001 124755T-830 
477 
. DfO -7708,3212 
415 
. 792 -. 64518 
. 35C, ., 64C26 
651 1 -. 78800 
. 661 
1 -. 33637 
332 1 
Nonparametric Correlations 
Notes 
Comments 
InpiA 
Missing Value 
Handing 
Syntax 
Data 
Actve Dataset 
Filter 
We, ght 
Split File 
N of Rows in 
Workmg Data File 
Definition of Missing 
Cases Used 
Resources Ela; sed Time 
Number of Cases 
Allovmd 
Processcr Time 
iDB-ased on availability of workspao 
C--. %Docun, o--nts and 
Setfings%DRMOHAMED-Desktopi 
Dina faclay%spss data anaWs. sav 
DataSetl 
4cnone> 
<none> 
-mone> 
20 
User-clefined missýng values are 
treated as missing 
Stad stic3 for each pair of variables 
are based on all the cases with 
valid data fýx that pair. 
NONPAR CORR 
&'ARIABLES-GROINTH 
AnnuaIS31es V4 
Numberof Emp! (Yýees V6 
Numberol'Products VS 
V12 V14 V1 6 V17 VIS ownership 
PRODUCTIVITY practicecateg 
IPRINT=BOTH TAWAIL NOSIG 
MISSING=PAIRWISE. 
0: 00.00.17 
44968 cases3 
memory 
0: 00. OD. 06 
: L)ata! etll and fadaly\spss dal. a &naysis. sav 
333 
Correlations 
SALES 
Sig. (2-tailed) 
N IN 
- 1-0 Annual Sam Correlation Coefficient . 000 Sig. (2-tailed) 1.000 
N 20 
weight of sales Correlation Coefficient -. 071 
Sig. (2ýtailed) . 698 N 20 
Number of Employees Correlation Coefficient -. 313 
Sig. (ýItai! ed) . 055 N 20 
v, vght of empayee Correlation Coefficient -. 285 
Sig. (ý'tai! ed) . 117 N 120 
Number of P cts Correlation Coefficient -. 202 
Sig. ('ýtai', ed) -)16 
N 40 
vo, eight of products Correlation Coefficient -. 164 
Sig. (2-tailed) 
. 366 N 20 
wetight of HR develo; irnerit Correlation Coefficient -. 277 
Sig. (2-taiýed) . 130 N 20 
vo-e V ht of software Correlation Coefficient . 494' 
accounting Sig. (2-tai! ed) . 
010 
N 20 
vmýght of ISO Correlation Coefficient -. 178 
Sig. (243i! ed) . 314 
19 
iso date Correlation Coefficient 100 
Sig. (2-tai, ed) . 
616 
N 15 
1 zei2ht of ý Nunlber Of 
sales sa es Eniployees 
--ZW -071 -. 31 
i. cw . 698 
0" 
20 
. DDO 1110 2 20 ---7221 
. 
230 
20 20 
. 120 . 
20,1 
. 508 . 
328 
20 20 
. 298 
294 9 
. 069 iD4 23 M .m 
. 253 
- 
. 
309 
. 164 . 
133 
20 20 
l* 2m ý425; ' 
. 113 D40 N 20 
236 
. 167 219 . 442 m 20 
. DE4 ffl 
. 719 . 816 19 19 
. o2m 
414 
. 9-M -957 
is is 
I 
334 
Correlations 
SALES weight of Number of 
GROIffrH Annuat Sales sales Em oye 
KendaTs tau_b managen-vent accountaig Correlation (ýFeTiFeRr' 203 . 315 
- 
-365 -. 
4 
pTactce %veight Sig. (2-ta0ed) 
. 234 X4 -057 .0 N 20 22T 
20 
aonership tipe Correlation Coefficient -. 270 -. 333 -. 369 
A 
Sig. (2ýtailed) 
. 136 . 0616 . 
072 . 01 
N M 20 20 
PRODUCTIVITY Correlation Coefficient 326* 
. 4CV . 
3671 -A 
Sig. (*_'tai! ed) . 044 . 014 . 
045 .0 
N 20 20 1110 
practcecateg Correlation Coefficient . 322 . 250 . 
26 -. 4 
Sig. (2-tailed) 
. 082 . 176 . 
210 . 
01 
N 20 20 20 _, Spearman's rho SALES GRUNTH Correlation Coefficient 1.000 . 054 
_ 
-. 088 -. 4 Sig. (2-tailed) 
. 821 . 714 .0 N .0 20 % 10 Annual Saes Correlation Coefficient 
. 054 I. DDO 927" .2 Sig. (2-tailed) 
. 821 . 000 .3 N 20 20 20 
Y,, e, g ht of sa es Correlation Coefficient -. 088 . 927- 1,000 Sig. (12-tailed) 
. 714 -DDO . 
21 
N 20 _n 20 Number of Employees Correlation Coefficient -. 431 . 242 . 293 
1.0 
Sig. (2-tailed) 
. 058 . 303 . 
210 
N 20 20 20 
v, ýýght of emptoyee Correlation Coefficient -. 344 . 168 229 . 
9. 
Sig. (2-taVed) 
. 138 . 478 331 .0 N 20 20 20 
Number of Products Correlation Coefficient -. 292 . 
371 
. 
383 .6 Sig. (2ýtajled) 
. 
212 . 107 . 
095 .0 N 20 20 1 20 1 
vxýght of products Correlation Coefficient -. 201 . 331 . 
35 . 6ý Sig. (. '; 'ýtai! ed) . 394 
1 
154 
. 122 
1 
.0 
IN 20 20 20 
335 
Correlations 
SALES weight of 
GROINTH AnntW Sales 
Spearrvian s rho weýght of HK development Correlation Coefficient -. 334 . 40 
ý49 11 
Sig. (2-taVed) 
. 150 D&G ý0 
26 
N 20 20 
v., eVht of softare Correlation Coefficient 
. 591 . 82 . 176 accounting Sig. (2-tai'ed) 
. 006 Z-29 . 457 N 20 20 111.0 
wetght of ISO Correlation Coeificiemt ý1190 D46 . 043 Sig. (2-tai,,, ed) . 435 . 852 . 862 N 19 19 19 
iso date Correlation Coefficient 
. 117 . 128 . 009 Sig. (-Z-taiýed) 
. 677 . 649 975 N is is is 
nwagernent accountrig Correlation Coefficient 
. 311 4, D4 426 , practtce we; ght Sig. (2-tai'ed) 
. 182 DTT '0 61 N 20 20 20 
amership type Correlation Coefficient -. 389 -. 379 -AD7 Sig. (2-tai"ed) 
. 090 . 100 . 075 N 20 20 20 
PRODUCTIVI'ri Correlation Coefficient 
. 472* . 570*, . 454* Sig. Ctai! ed) . 036 -DD9 044 N 20 20 1 20 
practeecateg Correlation Coefficient . 425 . 319 256 Sig. (2-tafed) . 060 . 170 22ý N 20 20 20 
Number of 
Employees 
. 861' 
. 
000 
20 
-. 610* 
. 004 20 
. 763* 
. 000 19 
-. 496 
. 060 15 
. 624' 
. 003 20 
. 
598, 
. 
005 
20 
-. 619' 
, 
004 
20 
-. 579, 
. 
008 
20 
336 
Correlations 
weight of 
Number of weight of weight of HR software 
Products products development accountina 
SALLS GrWW TH Corretation CoerMet-en7- -. 202 -. 164 -. 277 AV 
1 
Sig. ('ýtailed) 
. 216 . 366 . 
130 . 01 
N 20 20 1% 40- -2 Annual Sales Cwelation Coefficient 
. 298 . 253 . 
290 . 23 
Sig. (2-tailed) 
. 069 . 164 . 
113 . 21 
N 4T 20 20 - - 
2 
weýght of si, es Correlation Coefficient . 299 . 309 
- T2 5 * . 16 
Sig. (2-tailed) . 104 . 133 . 040 . 
44 
N -1 .0 20 20 1) l' lumber of Employees Correlation Coefficient 
. 433*' . 5734, 
_ 
. 746" -. 
51 
Sig. (21-taited) 
. 003 X02 . 000 . 
00 
N 20 20 20 2 
v, *e; ght of empoyee Correlation Coefficient . 423" . 593*1 . 837*' -. 
150 
Sig. (2-tailed) 
. 021 . 004 . 000 . 
00 
N 20 20 20 2 
Number of Products Correlation Coefficient 1.000 . 842*1 . 625" -. 
39 
Sig. (2-taRed) Mo 
. 001 . 
04 
N 20 20 20 2 
we, ght of products Correlation Coefficient . 842*' I. C00 . 8191, -. 
5 
Sig. ('Z-tai*d) 
. 000 . 000 . 
01 
N 20 20 20 2 
weight of HR development Correlation Coefficient . 6254' . 819- 1.000 -. 55 Sig. rt; 3i--, ed) . 001 . 000 . 
01 
N 20 20 20 2 
we, ght of softare Correlation Coefficient -. 392* -. 5111, -. 558* 1.00 
accounting Sig. (2-taiýed) 
. 
043 
. 
01.9 
. 
010 
N 20 20 20 
we-ght of ISO Correlation Coefficient 380* . 433* . 640*1 -. 50 Sig. (2-tailed) 
. 
033 . 015 . 001 . 
01 
N 19 19 19 1 
iso, date Correlation Coefficient -. 061 -. 214 -. 495* . 31 Sig. (2-tailed) 
. 762 
I 
. 
341 
. 026 . 17 N is is Is 1 
337 
Correlations 
rt* 
pract, ce weight Sig. (2-tailed) 
N 
ownership type Correlation Coeff icient 
Sig. (: -tailed) 
N 
PRODUCTI'Wfi-Y Correlation Coefficient 
Sig. (21-tailed) 
N 
pracvcecateg Correlation Coefficient 
Sig. (2-tailed) 
N 
SALES GROWTH Correlation Coe"Mcient 
Sig. (2-tailed) 
- 
N 
-Tn-; inRuaI 
-Raes Correlation Coefficient 
Sig. (2-taited) 
N 
weý,, ht of sa! es Correlation Coefficient 
Sig. (' I. tai! ed) 
N 
Number of Employees Correlation Coefficieni 
Sig. 
N 
)hvght of enVoyee Correlation Coefficient 
Sig. (2-tailed) 
N 
Number cif Products Correlation Coeff icient 
Sig. ('ý'tii! ed) 
N 
weight of pircducts Correlation Coefficieni 
Sig. (; -tailed) 
N 
338 
weight 
Nun-ter of vs -, ht of vieight of HR software 
Products products developmnt accou in 
-. 262 .. 358 34 .6 
. 127 G61 . 
073 
20 20 20 
. 4011 . 468* . 
439* 
. 029 . 022 . 
033 
20 20 20 
-. 170 -. 227 -. 315 . 
61 
. 293 . 
211 . 084 
20 20 20, 
-. 311 -. 429* -. 420* 
. 096 W . 
045 
20 20 20 
-. 292 201 -. 334 
. 212 . 394 . 
150 
20 20 20 
. 371 . 331 
A-0-0- 
. 107 . 154 . 
080 
20 20 20 
. 383 . 357 . 4911 
. 
0951 . 
122 . 028 
20 20 20 
. 623" . 6954, . 861*1 -. 
61 
. 003 
Col . 000 
20 20 40 
. 522* . 
639*' . 863* 1 
. 
018 . 002 . 000 
20 20 20 
1.000 . 
942" . 758* 1 -. 
4 
. 
000 . 000 
20 20 20 
. 942* ' l. 
C00 . 862* 1 
. 000 . 
000 .0 1 
20 20 20 
Correlations 
welght of sofmare 
accounting 
management accountng 
practce mjvght 
Sig. (12-tailed) 
N 
Correlation CoeTic- 
Sig. ((-t3Ve<J) 
N 
Correlation Coe? fic 
Sig. ('ýtailed) 
N 
Corte lation Coe? fic 
Sig. (ý"Wiled) 
N 
Correlation Coe? fic- 
Sig. ('ýItailed) 
N 
Correlation C7ff-ic 
Sig. (Iýtaiýed) 
N 
Correlation CoeFic' 
Sig. (243iled) 
N 
Correlation C5ýff-ic 
Sig. (2-tailed) 
IN 
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Number of 
Products 
. 758* 
. 000 20 
-. 464* 
. 039 20 
. 499* 
. 029 19 
-. 093 
. 741 15 
-. 345 
. 136 20 
. 4914 
. 028 
20 
-. 243 
. 303 
20 
-. 3,31 
. 098 
20 
%ý, ejght of I weight of HR 
'COO 20 20 
-. 541" -. 5831, 
. OU . 
006 
20 20 
. 561, . 
714' 
. 013 . 
001 
19 19 
. 359 . 
023 
15 
-. 469* 
. 051 . 037 20 
- 
20 
7527' 
. 505* 
. 017 . 023 20 
- 
20 
7 313 -. 426 
. 178 . 
061 
20 20 
-. 490* -. 500* 
. 028 . 
025 
20 20 
weight of 
softmare 
.0 
1 
Correlations 
management 
accounting ovirership PRODUC 
iso da4n practice weight tpe TPAW 
KendaTs tau b Correlation Coerricient 
. 100 . 203 -. 
270 . 326 Sig. (2-tai! ed) 
. 616 . 234 . 
136 D44 
N 15 ft M 20 20 
Annual Sa: es Correlation Coefficient V40 315 -. 333 . 40 Sig. (-Itai'ed) 
. 920 . 064 . 
066 . 014 N Is ft() 20 210 
weýght of sa es Correlation Coefficient -. 012 . 365 -. 369 . 367 Sig. (2-tai'eed) 
. 957 . 057 . 072 . 045 N 
-- 
is 20 20 20 
Number of EiiTp loyees Correlation Coefficient -. 364 -. 448- . 469* -. 451 Sig. (24*ed) 
. 070 . 
009 . 010 . 006 N 15 -so 20 210 
welht of empioyee Correlation Coefficient -. 606*' -. 549" . 576" -. 501 Sig. (2-taiýed) 
. 006 OD4 . 005 ON N 15 20 20 20 
Number of Products Correlation Coefficient -. 061 - 262 . 40111 -. 170 Sig. (2-tailed) 
. 762 . 127 . 
029 
. 293 N 
- ` 
15 1 40 20 '20 
vweýght of PFZý U cts Correlation Coefficient -. 214 -. 358 . 468* -. 227 
, jig. (4-taited) 02 . 341 . 061 . 022 . 211 N 15 1%0 4 20 20 
vmoght of HIR development Correlation Coefficient -. 4950 -. 344 . 439* -. 315 
1 
Sig. (2-tai'ed) 
. 026 . 
073 
. 033 w N 21 0 20 20 
we,, ght of selt. vare Correlation Coefficient . 314 - .6 -. 773*1 . 616 accounting Sig. ('27-tailed) 
. 179 . 
001 
. 
000 
. 
001 
N is I'D 20 20 
1 
vm, ýght of ISO Correlation Coefficient -. 935" -. 556" . 
555*1 -. 40.3 Sig. CNai ed) . 000 . 003 . 005 . 
021 
N 15 19 19 19 
iso date Correlation CoeKient 1.000 413, -. 265 . 
259 
Sig. (2-tai! ed) 
. 046 . 233 . 192 
1 
N Is is 1 15 1.5 
340 
Correlations 
management 
accounting wiership PRODUC 
iso date aractice weiqht tyne TPA7Y 
Kendall s tau-b management accounLng Z. 7rreiation CoerriciFF! 
. 4131 1000 -. 8081, . 6531 practce weight Sig. (2-taVed) 
. 046 . 000 . 
000 
N 
- 
15 20 20 20 
aornership tyF; Correlation Coefficient -. 265 .. B()r 1.000 -. 661* Sig. (2-taited) 
. 233 . 000 . 000 N Is 20 20 21.10 PROIDUCTIVtTY Correlation Coefficient 
. 259 ý65311 -. 661*1 Sig. (2-toPed) 
. 192 ODO . 000 N is .0 20 20 pract, cecateg Correlation Coefficient 
. 297 7881, -. 684*1 . 6081 Sig. (-toiled) 
. 182 . 000 . 001 . 001 N Is IN 20 20 20 Spearman's rho SALES GROWTH Correlation Coefficient 
. 117 . 311 -. 389 . 4721 Sig. rZ-t&ed) 
. 677 . 182 . 090 . 
036 
N 
- 
Is M .& 20 -10 Annual 51", a, -es Correlation Coeffi cient -. 128 A04 -. 379 . 570, Sig. PI. toFed) 
. 649 . 077 . 100 . 009 N Is 20 20 210 
v,, ei; ht of sales Correlation Coefficient 
. 009 . 426 -. 407 . 4541 Sig. (2-tai, ed) 
. 975 . 061 . 075 . 044 N Is . 10 20 IM Number of Employees Correlation Coefficient -. 496 - 624" . 598*1 -. 6191 Sig. (2-t3i*ed') 
. 060 . 003 . 005 . 004 N Is ft M 20 120 
weight of employee Correlation Coeffi -. 693*1 -. 670- . 6452' -. 6241 Sig. (2-t3i, ed) 
. 
004 
. 001 . 
002 
. 
003 
N 15 20 20 20 Number cf Products Correlation CoeF Ficient -. 093 -. 345 . 491* -. 243 Sig. (2-taited) 
. 741 . 136 . 028 M N 15 1,0 20 20 weight of products Correlation Coefficient -. 255 , -. 443 . 527* -. 313 
1 
Sig. (2-tai'ed) 
. 359 
r 
. 
051 
. 017 . 178 I Nl 15 1 
- 
-D 1 20 20 
341 
Correlations 
management 
accounfing omership PRODUC 
iso date oractice weigh ty0e TINATY 
Spearnian s rho weýgnt of hR deomelopment Correiation Coeffic-ie-nr- -. 58 1 -. 4691 . 505* 426 Sg. (2-tai ed) . 023 . 037 . 
023 X61 
N 15 110 20 20 
vivght of softvare Correlation Coefficient . 359 785" -. 
8 19*1 . 736 accounting Sig. (2-taFed) 
. 139 . 000 . 
000 . 0w N 15 N) - 20 ^20 
*vght of ISO Correlation Coefficient -. 971*1 -719- . 
694*1 -. 603 
Sig. (2-tai'ed) 
. 
000 
. 
001 . 
001 M 
N is 19 19 19 
iso date Correlation Coefficient 1.000 . 
542* -. 378 . 456 Sig. (2-tai, ed) . 
037 
. 
165 
. 
087 
N 15 is 15 15 
management accountrig Correlation Coefficient Z . 
542* 1.000 -. 888*1 . 
812 
practce vve,, ght Sig. rýtai'ed) 
. 
037 
. 
000 
. 
000 
N 15 M 20 220 
moinership tipe Correlation Coefficient -. 378 688- 1.000 -. 787 7 7 
Sig. (2-tai'ed) 
. 165 -DOD 00 . 0w N 15 ^0 20 1.10 
PRODUCTNITY Correlation Coefficient . 456 . 81 -. 78711 0 1.000 Sig. (21-tai, ed) . 087 . 000 . 
000 
1 
N 15 'M 20 2,0 
practýcecateg Correlation Coeffilvent . 400 . 86D- -. 727*1 6 . 70 Sig. (2-taEed) 
. 139 000 . 
000 1 1 . 001 N 15 M 20 U 20 
Correlation is signm cant ai inc uvzý jevei 
**. Correlatim is signif cant at the 0.0 1 level (I. Mi'ed). 
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